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Recent Messagesof President Roosevelt 
Advocating Our Entry Into The World Court —. 


Sent to the Senate of the United States, on January 16, 1935. 


THE SENATE: 
A movement to make international justice prac- 
ticable and serviceable is not subject to partisan con- 
siderations. For years, Republican and Democratic admini- 
strations and party platforms alike have advocated a court 
of justice to which nations might voluntarily bring their 
disputes for judicial decisions. 

To give concrete realization to this obviously sound and 
thoroughly American policy, I hope that at an early date 
the Senate will advise and consent to the adherence by the 
United States to the protocol of signature of the statute of 
the Permanent Court of International Justice dated Decem- 
ber 16, 1920, the protocol for the revision of the statute of 
the Permanent Court of International Justice dated Sep- 
tember 14, 1929, and the protocol for the accession of the 
United States of America to the protocol of signature of the 
statute of the Permanent Court of International Justice, 
dated September 14, 1929, all of which were submitted to 
the Senate December 10, 1930. 

I urge that the Senate’s consent be given in such form 
as not to defeat or to delay the objective of adherence. 

The sovereignty of the United States will be in no way 
diminished or jeopardized by such action. 

At this period in international relationships, when every 
act is of moment to the future of world peace, the United 
States has an opportunity once more to throw its weight into 
the scale in favor of peace. 

FRANKLIN D. ROOSEVELT. 

January 16, 1935. 


On Social Security 
Sent to the Congress of the United States, 
on January 17, 1935 
O THE CONGRESS OF THE UNITED 
STATES: 

In addressing you on June 8, 1934, I summarized 
the main objectives of our American program. Among these 
was, and is, the security of the men, women and children of 
the nation against certain hazards and vicissitudes of life. 
This purpose is an essential part of our task. 

In my annual message to you I promised to submit a 
definite program of action. This I do in the form of a 
report to me by a Committee on Economic Security, ap- 
pointed by me for the purpose of surveying the field and of 
recommending the basis of legislation. 

I am gratified with the work of this committee and of 


those who have helped it: the Technical Board on Economic 
Security drawn from various departments of the govern- 
ment, the Advisory Council on Economic Security, consist- 
ing of informed and public-spirited private citizens and a 
number of other advisory groups, including a Committee on 
Actuarial Consultants, a Medical Advisory Board, a Dental 
Advisory Committee, a Hospital Advisory Committee, a 
Public Health Advisory Committee, a Child Welfare Com- 
mittee and an Advisory Committee on Employment Relief. 

All of those who participated in this notable task of 
planning this major legislative proposal are ready and will- 
ing, at any time, to consult with and assist in any way the 
appropriate Congressional committees and members with 
respect to detailed aspects. 

It is my judgment that this legislation should be 
brought forward with a minimum of delay. Federal action 
is necessary to and conditioned upon the actions of States. 
Forty-four Legislatures are meeting or will meet soon. In 
order that the necessary State action may be taken promptly 
it is important that the Federal Government proceed speedily. 
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The detailed. report of the committee sets forth a series 
of proposals that wilJ-appeal-to-the sound.sense ofthe Amer- 
ican people. It has.not attempted the impossible, nor has 
it failed to exercise sound caution and consideration, of all 
of the factors concerned; the national credit, the rights and 
responsibilities of States, the capacity of industry to assume 
financial responsibilities and the fundamental necessity of 
proceeding in a manner that will merit the enthusiastic sup- 
port of citizens ofall sorts. 

It is overwhelmingly important to avoid any danger of 
permanently discrediting the sound and necessary policy of 
Federal legislation for economic security by attempting to 
apply it on too ambitious a scale before actual experience has 
provided guidance for the permanently safe direction of such 
efforts. 

The place of such a fundamental in our future civiliza- 
tion is too precious to be jeopardized now by extravagant 
action. It is a sound idea—a sound ideal. Most of the 
other advanced countries of the world have already adopted 
it and their experience affords the knowledge that social 
insurance can be made a sound and workable project. 

Three principles should be observed in legislation on 
this subject. In the first place, the system adopted, except 
for the money necessary to initiate it, should be self-sustain- 
ing in the sense that funds for the payment of insurance 
benefits should not come from’ the proceeds of general taxa- 
tion. Second, excepting in old-age insurance, actual manage- 
ment should be left to the States, subject to standards estab- 
lished by the Federal Government. Third, sound financial 
management of. the funds and the reserves, and protection 
of the credit structure of the nation should be assured by re- 
taining Federal control over all funds through trustees in 
the Treasury of the United States. 

At this time I recommend the following types of legis- 
lation looking to economic security: 


1. Unemployment compensation. 


2. Old-age benefits, 


voluntary annuities. 


including compulsory and 


3. Federal aid to dependent children through 
grants to States for the support of existing mother’s 
pension systems and for services for the protection and 
care of homeless, neglected dependent and crippled 


children. 


4. Additional Federal aid to State and local public 
health agencies and the strengthening of the Federal 
public health service. I am not at this time recom- 
mending the adoption of so-called health insurance, al- 
though groups representing the medical profession are 
cooperating with the Federal Government in the fur- 
ther study of the subject and definite progress is being 
made. 


With respect to unemployment compensation, I have 
concluded that the most practical proposal is the levy of a 
uniform Federal payroll tax, 90 per cent of which should 
be allowed as an offset to employers contributing under a 
compulsory State unemployment compensation act. 


The 


purpose of this is to afford a requirement of a reasonably 
unifoam.character for all States,cooperating with the Federal 
Government and to promote. and.encourage the passage of 
unemployment compensation laws in the States. 

The 10 per cent not thus offset should be used to cover 


the costs of Federal and State administration of this broad 


system. Thus States will largely administer unemployment 
compensation, assisted and guided by the Federal Govern- 
ment. 

An unemployment compensation system should be con- 
structed in such a way as to afford every practicable aid and 
incentive toward the larger purpose of employment stabiliza- 
tion. This can be helped by the intelligent planning of both 
public and private employment. It also can be helped by 
correlating the system with public employment so that a 
person who has exhausted his benefits may be eligible for 
some form of public work as is recommended in this report. 

Moreover, in order to encourage the stabilization of 
private employment, Federal legislation should not foreclose 
the States from establishing means for inducing industries to 
afford an even greater stabilization of employment. 

In the important field of security for our old people, it 
seems necessary to adopt three principles—first, non-contri- 
butory old-age pensions for those who are now too old to 
build up their own insurance; it is, of course, clear that for 
perhaps thirty years to come funds will have to be provided 
by the States and the Federal Government to meet these 
pensions. 

Second, compulsory contributory annuities which in 
time will establish a self-supporting system for those now 
young and for future generations. Third, voluntary con- 
tributory annuities by which individual initiative can in- 
crease the annual amounts received in old age. 

It is proposed that the Federal Government assume one- 
half of the cost of the old-age pension plan, which ought 


‘ultimately to be supplanted by self-supporting annuity plans. 


The amount necessary at this time for the initiation of 
unemployment compensation, old-age security, children’s aid 
and the promotion of public health, as outlined in the report 
of the committee on economic security, is approximately one 
hundred million dollars. 

The establishment of sound means toward a greater 
future economic security of the American people is dictated 
by a prudent consideration of the hazards involved in our 
national life. No one can guarantee this country against 
the dangers of future depressions but we can reduce these 
dangers. 

We can eliminate many of the factors that cause eco- 
nomic depressions and we can provide the means of mitigat- 
ing their results. This plan for economic security is at once 
a measure of prevention and a method of alleviation. 

We pay now for the dreadful consequence of economic 
insecurity—and dearly. This plan presents a more equitable 
and infinitely less expensive means of meeting these costs. 

We cannot afford to neglect the plain duty before us. 
I strongly recommend action to attain the objectives sought 
in this report. 


FRANKLIN D. ROOSEVELT. 
The White House, Jan. 17, 1935. 
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By GEORGE N. PEEK, Special Advisor to the President on Foreign Trade | 
Address before The Women’s Political Study Club, at the Washington Club, Washington, D. C., January 19, 1935 


we can start safely with the proposition that there are 

as many people in the world today in need of food, 
clothing, and the other necessities and comforts of life as 
there were before the depression and, further, that the poten- 
tial productive capacity of the world today is greater than 
it ever was before. As a nation we produce more than we 
can consume of many commodities and in our failure to dis- 
pose of them elsewhere we have, in some instances, been 
forced to reduce our production or, in others, even to destroy 
them. In the absence of markets there was no alternative. 
Yet there are many commodities produced abroad which are 
not produced here, commodities which we need to maintain 
our standards of living and our program of production. 

The altered economic position of many countries since 
the World War has changed the previous channels of trade. 
‘This, however, has not reduced the actual volume of human 
needs and human requirements, nor has it reduced human 
productive capacity. What has broken down is the money 
system used as a medium of exchange between nations. In 
considering foreign trade and money and their interrelation- 
ship I shall try to discuss the subject in the simplest possible 
manner and in the following order: 


[° discussing the subject of “Foreign Trade” I think 


1. Wha: trade is and what money is. 

2. What our studies show about our foreign trade and 
investments in the past. 

3. A glimpse of the activity of England (the world’s 
greatest foreign trade financing and _ trading 
nation) since the middle of the last century. 

4. What other nations have done. 

5. What we have done. 

6. Finally, my own views on what we should do now. 


Foreign trade usually is regarded as an extremely com- 
plicated and mysterious subject. This is true on the surface, 
but its fundamentals are very simple, indeed, as simple as the 
housewife’s budget. 

Trade is defined by the dictionary as follows: “Act or 
business of exchanging commodities by barter, or by buying 
and selling for money.” We all know that barter is the 
simplest form of trade. Horse trading, a horse for a horse 
is a familiar example. Sometimes you don’t want another 
horse, but a cow. Sometimes you want money for your 
horse instead of another horse or a cow, because you want 
clothing or shelter either now or later. 

This brings us to money. What is money? The dic- 
tionary says “In a comprehensive sense, anything customarily 
used as a medium of exchange and measure of value, as sheep, 
wampum, copper rings, quills of salt or of gold dust, shovel 
blades, etc.; hence in Economics, anything having a conven- 
tional (i.e. generally recognized) use either as a medium 
of exchange or a measure of value, or as a measure of value 





alone.” It is not however a measure of constant value. 

Money, in other words, is a convenient medium for 
effecting exchanges of goods. Usually it is more convenient 
to sell your horse for so much money and with that money 
buy the cow you want, but the net result of such a trans- 
action is the same as though you had simply swapped a horse 
for a cow. 


Foreign trade is no different in principle from any other 
kind of trade between individuals. We raise more cotton than 
we can use. On the other hand, we need rubber but do not 
grow it. We therefore sell cotton to England who needs it 
and buy rubber which we need with the proceeds—it is the 
same as if we swapped so much cotton for so much rubber 
without using money at all. Money is simply used as a 
measuring rod for determining how much rubber we shall 
get for the cotton we send abroad, and as a convenient 
medium to facilitate the transaction. 


These are very simple examples, but they illustrate the 
fundamental exchange of goods for goods which is the basis 
for all trade. Many other things come into trade beside 
horses, cows, cotton, rubber, sewing machines, automobiles, 
and other visible objects. The exchange of services is fully 
as important in modern civilization as the exchange of goods. 
An individual exchanges his services as, let us say, a plumber 
for food, clothing, lodging, and perhaps a radio. The ex- 
change is vastly facilitated by the use of money but the result 
is the same as though money had not figured in the picture. 
In international trade, transportation and shipping constitute 
the principal service items. 


Money and capital are also objects of trade and can be 
exported and imported. When you go abroad you exchange 
your American money for English pounds to enable you to 
buy in England the things there you need or want, food, 
lodging, clothes, antique furniture, or what not. For these 
pounds you have given your American dollars which in turn 
will enable some Englishman to buy things he wants from 
this country. You can also send your money or capital abroad 
by lending it to foreigners for use in their own affairs or by 
investing it in foreign securities. In theory capital sent 
abroad in this manner eventually comes back; in practice that 
is not always the case. You can also send it abroad by 
establishing branch factories or offices in foreign countries. 
Besides these, enormous sums are exported from the country 
in remittances sent abroad by immigrants, and by contribu- 
tions made through charitable organizations and others. All 
these activities represent money and capital going out of 
the country and fall under the head of what is known as 
capital movements, or export of capital. 

The important thing about money is that it is of very 
little use to you except as you exchange it for some thing you 
want. As long as it is used as a means for exchanging things 
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you have for other things you want, goods and services for 
goods and services, it is useful. This is all very elementary, 
but today conditions in international trade have thrown us 
back to first principles and it is worth reminding ourselves 
that international trade consists of the’ exchange of goods, 
services, and capital for other goods, services and capital. 

I think it was the English writer, Charles Lamb, who 
once said that a man who spent one penny under his income 
was a happy man whereas if he spent one penny over he 
becomes an unhappy one. Anyone who has worked on a 
household budget will appreciate the truth of that. The sit- 
uation as regards nations in their trade with one another is 
no different. If, as a nation, we send out of the country 
more goods, services and capital than we receive in return, 
certainly we are becoming poorer ultimately. The moral is 
obvious. Nations must keep books on their commercial and 
financial dealings with other countries, just as a business 
firm or for that matter a housewife must keep books on 
income and outgo. Strangely enough this was not done in 
this country in any systematic way until this last year. We 
had some rough figures but no consideration apparently was 
given to reckoning up our position with individual nations 
or as a whole to see whether what we were sending out was 
balanced by what we were getting in return. As Special 
Adviser to the President on Foreign Trade I started a series 
of studies on this angle which were made public in my let- 
ters to the President of May 23 and August 31, 1934. 

The results were startling. ‘Taking the period from 
1896-1933, it appeared that as a nation we have shipped far 
more goods than we have been paid for currently. We paid 
a considerable part of the money cost of the war and con- 
tributed largely to the rehabilitation of Europe after the 
war. The unpaid balance on these accounts at the end of 
1933 was some $24,000,000,000 even after deducting from 
their total indebtedness $19,000,000,000 which during that 
period was either spent abroad by our tourists or was sent 
abroad by our immigrants, by charitable organization and 
others. This unpaid balance is represented mainly by long- 
term and non-liquid obligations of foreigners to us and by 
our direct investments in foreign countries. 

Our practice of lending money abroad imprudently and 
over-generously permitted foreigners to build up from the 
proceeds of these loans a large body of short-term and highly 
liquid investments in the United States. With the depres- 
sion the threat of their over-night withdrawal and their 
actual withdrawal substantially contributed to the demorali- 
zation of our banking system and to the shattering of our 
price levels. We thus made possible our own depression by 
our own financial policy from 1923 to 1929. 

The discounts and commissions alone from all of this 
financing amounted to about $1,190,000,000 since 1914. 

A significant feature is that the movement of capital 
almost exceeded the movement of merchandise. The pro- 
portion of our dollar settlements used for security transaction 
has increased from 7.6% in 1923 to 41.6% in 1933. This 
means that assuming 100 represents the total dollar settle- 
ments of all kinds of the United States with the rest of the 
world, 7.6% in 1923 was absorbed in our security trans- 
actions, which increased to 41.6% in 1933. On the other 
hand, 72.3% was for commodity and service transactions 
in 1923 and only 41.8% in 1933. These figures speak for 
themselves. 






It is instructive to consider the experience of England 
in foreign trade. England not only has achieved an impor- 
tant degree of recovery but she has for centuries been the 


predominant trading and financial nation of the world with 


a greater stake in foreign trade than any other country, and 
her national existence depends on it to a greater extent than 
any other nation. 

Following the Napoleonic Wars, England abandened 
the Mercantilist theories of the eighteenth century and de- - 
cided that her national interest lay in becoming primarily 
a world financial, manufacturing and trading nation. Her 
large supplies of coal and iron, her advanced stage of in- 
dustrialization, as compared to the rest of the world, and 
the relatively small importance of her agriculture, enabled her 
to do this. Accordingly, she abandoned her policy of pro- 
tection, repealed her corn laws about the middle of the last 
century and established free trade. 

At the same time, as a means of exploiting her position 
and financing the extensive international trade in which she 
was engaging, both as a result of her industrial transition 
and the aggrandizement of her empire, she adopted a mone- 
tary policy which subsequently became the basis of the inter- 
national gold standard. The theory of the gold standard 
was that gold would act not only as an automatic book- 
keeper but also as an automatic governor of foreign com- 
mercial and financial transactions. No other controls were 
believed to be necessary since a so-called “natural” inter- 
national division of labor would cause all nations to make, 
sell and buy just what they should. This equilibrium, it was 
thought, if disturbed, would be restored quickly, through 
shifts in the flow of goods and corresponding shifts in the 
free flow of gold. England remained well in advance of 
other nations of the world in industrial development through- 
out the nineteenth century and in consequence her position 
as the financial capital of the world and her employment of 
the gold standard on the whole suited the other nations, in- 
cluding the United States, which in turn gradually adopted 
the gold standard as a part of their own national policies. 

The spread of industrialization, however, rendered Eng- 
land’s position more and more precarious. The shattering 
economic effects of the War and the shift of gold to the 
United States imperiled England’s position as banker to the 
rest of the world. Following the War strenuous efforts were 
made, not only by England but by the United States and 
European nations, to restore the gold standard which had 
previously been the foundation of international finance. On 
the face of things the attempt by the late twenties seemed 
successful but the situation was unreal and, therefore, un- 
lasting. England was no longer the financial center of the 
world, much of the gold was in the United States and the 
process of industrialization was proceeding with startling 
rapidity throughout the other nations of the world, due, in 
part, to our own ill advised lending policy. The old con- 
ditions, upon which rested so-called “natural” trade and the 
gold standard, no longer existed. 

Even before the general depression England was begin- 
ning to be aware of the possibility that a vital change in her 
national policy might be in order and in November 1929 the 
Macmillan Committee was appointed by Parliament 

“To inquire into banking, finance and credit, paying 
regard to the factors both internal and international which 
govern their operation, and to make recommendations calcu- 
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lated to enable these agencies to promote the development 
of trade and commefce and the employment of labour.” 


The Committee’s report was presented to Parliament in 
June 1931 and resulted in a dramatic change of England’s 
national economic policy. 


(a) England revived protection both for her industry 
and her agriculture. 


(b) She went off gold in September 1931 and adopted 
a managed currency both to correct her internal price levels 
and to meet the new conditions in her foreign trade and 
financial situation. ‘The changed attitude toward gold is 
summarized -in the following excerpt from the Board of 
‘Frade Journal, February 18, 1932: 

“In previous years it has been the practice to include 
in the summary of the ‘balance of trade’ for the year the 
excess of imports over exports of merchandise and bullion, 
but during the past year it became evident that the recorded 
movements of gold were in large part not connected inti- 
mately with trade transactions. It appears desirable, there- 
fore, to regard the movements of gold bullion and specie 
as more closely related to the movement of capital than to 
the movement of commodities by way of trade.” 


‘The conclusion reached by England as regards the place of 
gold in international trade is confirmed by our own studies 
of the same question. 

(c) She returned to the practice of keeping detailed 
hooks upon her foreign commercial and financial transactions, 
country by country, a system which she had abandoned with 
the adoption of the supposedly automatic gold standard. 

(d) She proceeded to strengthen and build up her 
economic relations with her various dominions upon a basis 
of mutual interest through the Ottawa Agreements and 
ether arrangements. 

(e) She further adopted a policy of making similar 
special commercial and financial arrangements with other 
nations wherever she could upon a basis of mutual interest 

‘Buy from those who buy from us.” 

(f) Along with free trade and the gold standard, she 
moved away from the unconditional most-favored-nation 
policy which she had been instrumental in advancing in 
previous decades and declared for a conditional most-favored- 
nation policy. 

| pause for a moment to mention the difference between 
the conditional and unconditional most-favored-nation poli- 
cies, and there is an important distinction which is not always 
recognized or understood. 

Most-favored-nation treatment means that we promise 
to nations with whom we make commercial agreements that 
we will extend to them as favorable treatment with respect 
to tariff duties and the like as we do to any other country 
and they in turn promise to give us corresponding treatment 
as regards our goods. Sometimes, however, two nations 
make tariff bargains whereby they extend special tariff and 
other concessions to each other on a quid pro quo basis. 
Under the conditional most-favored-nation policy we would 
stand prepared to give those same concessions to any third 
nation, provided that nation makes to us corresponding con- 
cessions, whereas, under the unconditional most-favored- 
nation policy, we automatically extend those same concessions 
without demanding specific equivalent concessions from the 
third nation. In theory the unconditional most-favored- 








nation principle is designed to reduce tafiff and ‘other bar- 
riers to trade. In‘ practice, however, it is noteworthy that 
the attempt of many nations to make it the basis-of their 
foreign trade policies has been accompanied by their increas- 
ing use of devices such as quota systems, exchange controls, 
trick classification of commodities, and so forth, which, in 
effect, defeat the purpose of the unconditional most-favored- 
nation theory, and lead to a multiplication of the trade bar- 
riers which it was meant to reduce. 

England’s new policy is based upon a frank recognition 
of the fundamental changes in world conditions, and has 
resulted in a definite improvement in England’s specialty of . 
foreign trade and a material contribution to her national 
recovery. Thanks to the exact knowledge she has of her 
trade relations with every individual nation, and to her 
organization for overseas trade, she is able to act with pre- 
cision when occasion demands: witness the Roca Agreement 
with Argentina and the recent Anglo-German agreement. 

England is not only gaining a greater share of world 
trade but is also obtaining payment, in part at least, upon 
her large foreign investments. Recent statements by the 
British Chancellor of the Exchequer and other officials indi- 
cate that the results of England’s change of policy have 
proved highly gratifying to her. 

The moral of all this should be obvious, for England’s 
example is an impressive one. When England saw her 
national interests threatened by theories such as free trade, 
the gold standard and the unconditional most-favored-nation 
policy, she did not hesitate to depart from them even though 
they had long served her purpose. 

Similar other nations have been prompt to protect their 
national economy and to make their foreign trade serve 
their general national purposes by various measures such as 
high protective tariffs, quota systems, exchange controls and 
special agreements. Some nations have gone in frankly for 
state trading. Other countries have exerted government con- 
trols of varying degrees over foreign trade and have extended 
active assistance to their nationals, depending upon their 
individual problems. 

Foreign trade generally has become increasingly the af- 
fair of governments rather than of individual traders. Trad- 
ing has assumed more and more a bilateral character, as 
special agreements between countries have multiplied. These 
agreements have taken many forms, barter transactions, ex- 
change agreements, clearing agreements, special tariff agree- 
ments, general commercial treaties. In the past five years 
more than four hundred trade agreements of one sort or 
another have been entered upon between various nations of 
the world. We have knowledge of over two hundred such 
agreements, not counting barter transactions, and not count- 
ing the many hundreds of unilateral actions, from the bene- 
fits of which the United States is excluded. It is reasonable 
to assume that these agreements would not have been made 
unless the nations making them felt that they were to their 
mutual advantage. Furthermore, reliable figures show that 
the greatest gains in international trade have been made by 
the nations which have pursued the policy of making special 
agreements and that these gains have been made largely 
at the expense of the United States. 

The United States has not kept up with the procession. 
To some extent we have taken action similar to that taken 
bv Great Britain. It is in the field of effective organization 
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of our foreign trade and of making foreign trade agreements 
to correspond with our present needs that we have lagged 
and fallen behind. . 

The adoption of the Reciprocal Trade Agreements Act 
of 1934 empowered this Government to meet our foreign 
competitors on their own ground with adequate bargaining 
power. As minor examples of the successful employment 
of bargaining power by the United States I would point out 
that in 1933 and early in 1934 when we were giving quotas 
for the importation of liquor into this country following the 
repeal of the Eighteenth Amendment, some rather advantage- 
ous trades were made. 

For example, Spain agreed to take, during 1934, approx- 
imately 17,500,000 pounds of tobacco in exchange for an 
enlarged wine quota. In previous years, Spanish tobacco 
purchases had been very irregular-and averaged much below 
those figures. 

Italy also contracted for 1,250,000 pounds of tobacco. 
This bargain was made in spite of the Italian program to 
reduce to a minimum imports of American tobacco. France 
took 20,000 tons of apples during the first quarter of 1934— 
the largest quantity ever sold to that country, even under 
unrestricted trade, and over four times the quota which we 
had been allowed for the previous quarter. In addition, 
larger imports were authorized for the second quarter of 
1934 as an indirect result of the original agreement. 

In the summer of 1933 the North Pacific Emergency 
Export Association was formed for the purpose of disposing 
of some of the surplus wheat in that section. The results of 
its activities have been the exportation of about 28 million 
bushels of wheat and.flour to more than forty countries. 
Although the price of No. 1 white wheat at Portland, Ore- 
gon in July 1933. was 26c under Chicago’s December 
futures, since that time, except during the period of the 
longshoremen’s strike on the Pacific Coast, the price has 
rarely been more than 15c under Chicago and for some time 
was as low as 6c under Chicago. 

’ Furthermore, active negotiations have been in progress look- 
ing toward the sale of American cotton and other farm com- 
modities to Europe on what amounts to a goods for goods 
basis. I believe these are all steps in the right direction. I 
cite them as examples of how Government bargaining can 
assist in the promotion of export and import trade. There 
are many possibilities in the field. However, to make this 
bargaining power effective, certain things must be done. 

In speeches which I delivered recently in Chicago, New 
York and Washington I advocated a five point program for 
our foreign trade policy. It consisted of: 

1. Recognition by us that foreign trade has become a 
definite and direct concern of Governments and that unless 
our foreign trade interests receive backing and assistance 
similar to that given by other governments to their traders 
we will not be able to compete with them on equal terms. 

This recognition has been made in principle. Many 
agencies of our Government are engaged actively in assisting 
our citizens in dealing with foreign trade problems. More- 
over, the establishment of the Export-Import Banks of 
Washington has provided a type of Government financing 
for intermediate and long-term credits which our commercial 
banking system is not designed to carry. I believe that the 
Export-Import Banks can play a fundamental part in our 





foreign trade activities for many years to come and should 
be organized and continued on a permanent basis. We have 
also entered, as.I have indicated, upon a program of negoti- 
ating reciprocal trade agreements. Progress has been slow 
but valuable advances have been made in the understanding 
of our foreign trade problems. These trade agreements 
should be effected wherever we can find a basis of mutual 
advantage with a foreign nation. 

2. In order ta develop consistent and effective foreign 
trade policies the present fifty or more organizations in our 
Governmental set-up dealing with foreign trade activities 
should be tied together and should function under unified 
direction. 

Some progress has been made in this direction . but 
further steps are necessary. I would favor the establishment 
of a permanent Board of Foreign Trade composed of men 
experienced in the various fields of agriculture, industry, 
transportation, finance and government with powers adequate 
to deal comprehensively with our foreign commercial and 
financial transactions, who would devote their fuil time to 
this field of our national activity. 

3. Accurate and up-to-date records of our commercial 
and financial relations with each individual country must be 
kept as we must know how we stand on our trade and inter- 
national balances at any given time if we are to steer our 
course intelligently. 


This work already has been started in the Department 
of Commerce in cooperation with the Office of Special Ad- 
viser to the President on Foreign Trade and is affording a 
most usefill guide, not only in the consideration of our 
foreign trade problems in themselves but also as they are 
related to our national economic policy as a whole. In this 
connection I must emphasize the fact that foreign policy and 
foreign trade policy must be based upon and conform to 
the requirements of our domestic situation. Unless it does 
this it becomes unreal and correspondingly harmful to our 
actual interests. I can not state this too forcefully. 


4. As international trade can not move on a one-way 
street and as we must increase imports if we are to be paid 
for increased exports, we should pursue a policy of selective 
exports and imports, sending abroad, preferably in manu- 
factured form, those products we can best produce, particu- 
larly those agricultural products which are the backbone of 
our foreign trade and of our domestic prosperity, taking in 
return those raw materials which we need and such other 
products the importation of which will do the least violence 
to our domestic economy. 


Much has been said as to the necessity of accepting 
imports as a matter of national. policy. 1 agree completely 
with this point of view, but I believe that we should decide 
for ourselves what imports we will take, and in what quanti- 
ties and from what countries, in exchange for the goods we 
choose to send abroad. In my opinion this can best be deter- 
mined by making individual arrangements with individual 
nations, country. by country, rather than through attempting 
to apply some blanket formula such as a. horizontal produc- 
tion of our tariffs, whether that be accomplished through 
general tariff legislation or-through generalizing tariff con- 
cessions granted under the Trade Agreements Act. We.have 
been brought up on protection. If we are to abandon any 
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measure of that protection it should be only in exchange 
for tangible advantages to us. 

To pursue this policy of selective exports and imports it 
will be necessary for us to abandon the unconditional most- 
favored-nation policy adopted under the Harding Adminis- 
tration and to return to the traditional American policy of 
extending conditional most-favored-nation treatment only, 
which prevailed from 1789 to 1922. Much is claimed for 
the point that if the total volume of world trade can only 
be increased, the foreign trade of the United States auto- 
matically will be restored. This does not follow unless as 
a nation we take active steps to promote our interests. I 
think that we need not wait upon general world recovery 
to accomplish our national recovery. If we can stage our 
own national recovery and build up our own national trade 
we shall have done much to restore world recovery and 
world trade. 


5. I indicated the need of Government action to an 
extent necessary to clear up our foreign exchange problems. 


Here again I take my stand on realistic ground. 


Perhaps the most potent factor in the congestion of our 
international trade is that of exchange restrictions imposed 
by about 35 nations. This means simply that, more or less 
arbitrarily, these countries have prevented the payment of 
current and other indebtedness by delaying or forbidding 
transfer of funds. I shall not discuss the reasons given for 








such action or the varying degrees of justification. I shall 
discuss the effect and possible remedies. 

The effect is that such countries are using the money 
due exporters, without their consent and against their will, 
and that payment is being made finally upon the terms of 
foreign governments, at their discretion, often without inter- 
ests, and with charges and discounts fixed by them or at best 
regulated as a result of reluctant agreement. 

Now as to remedies. I said in Chicago some weeks ago, 
and I repeat, that in the case of countries exercising exchange 
controls against us the satisfactory solution of the exchange 
problem should be made a prerequisite to the negotiation of 
any general trade agreement. I do not regard reasonable 
business requirements as coercion. When our nationals fill 
their part of a contract and their foreign customers theirs, 
and their government intervenes, I think that our nationals 
have a right to ask our government to act on their behalf. 
This is a matter upon which only government can act effec- 
tively. No bank or business man, no group of banks or 
business men can solve this problem themselves without the 
active help of government. 

I have stated these five recommendations before and 
shall doubtless do so again. I feel that they represent the 
starting point for a truly American foreign trade policy, 
based upon studies of facts which can not be ignored. Their 
adoption will enable us to go forward. This would be a 
New Deal in American foreign trade. 


Plans for New Congress 


By HON. JOSEPH W. BYRNS, Speaker of the United States House of Representatives 


Broadcast from Washington over the National Broadcasting 


cently accomplished with the utmost order and the 


T= organization of the House of Representatives re- 
minimum of friction is a hopeful sign that the 


Seventy-fourth Congress will prove a helpful force in the. 


rehabilitation program so ably iaunched by President Roose- 
velt. I think I can say with assurance that business need 
have no fear and that this Congress will take no steps which 
will impair or delay recovery. 

Problems of vast importance are confronting the Nation 
and Congress is fully aware of them. We will meet these 
as they are presented and, I am confident, will leave a 
record which will make this an outstanding session in the 
history of the Nation. More than that, I am hopeful we 
will be able to settle controversial measures amicably and, 
since the Democrats overwhelmingly control both House and 
Senate, there is no reason to assume we cannot work together 
for the common good of the Nation and the party as well. 

There has been much speculation in the press and else- 
where over the character of legislation this Congress may 
be expected to enact. The fear has been voiced that Con- 
gress may “run wild,” as some have expressed it. I am con- 
fident such fears are groundless and, while it is not unlikely 
some bizarre bills will be offered, they are reasonably sure 
to be either killed or so modified as to leave no just cause for 
alarm. This expressed fear of what Congress may or may 
not do is nothing new. It bobs up every two years with re- 
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markable regularity and, for the most part, comes from 
critics, who, for one reason or another, are not wholly sym- 
pathetic with the existing form of government in the United 
States. 

On the one hand we have the predatory gentlemen, 
sometimes called rugged individualists—resentful of restric- 
tions placed on their acquisitive activities by Congress and 
on the other we have the radicals—angry because Congress, 
as a whole, rejects their leadership. My observations, cover- 
ing a membership of nearly 30 years in this body, convince 
me that each Congress fairly represents the combined senti- 
ments of the Nation for the period in which it serves. It 
is fallible, of course, as are all human agencies, but no more 
so, and in the long run proves to be the balance wheel of 
the Nation. 

The present Congress, I am sure, will measure up to 
its predecessors and pardonable pride prompts the belief that, 
having chosen me for its presiding officer, it will be just a 
little superior. In this connection, however, it should be 
borne in mind that it is not the function of Congress to 
initiate executive policies. That is properly the duty of the 
President, and the Nation is fortunate in having at its head 
a man with both courage and vision, who recognizes his 
cesponsibilities and has proven his capacity. This Congress 
—any Congress—is and should be proud to accept his 
leadership. I think it is safe to say it will do so and while 
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the measures he proposes will have to run the gauntlet of 
committee approval, they will be enacted in pretty much the 
form he wants them. That is as it should be, for in the 
stupendous task to which he is devoting his heart and brain 
President Roosevelt should have the wholehearted co-opera- 
tion of Congress and, in so far as my influence goes, he will 
get it. 

As I see it now, there is but one issue likely to come 
before Congress which will occasion any embarrassment. 
This is the demand of the ex-service men for the immediate 
payment of the bonus, more properly known as the adjusted 
service certificates, due in 1945. President Roosevelt op- 
posed this during the last Congress on the ground that it 
would unduly tax the Treasury and seriously interfere with 
his recovery program. In the absence of any statement 
from him to the contrary, it may be assumed he is still of 
the same mind. ‘There have been, however, a number of 
proposals suggesting ways and means by which this demand 
might be met without undue inflation, and if this can be 
accomplished to the satisfaction of the Administration and 
the ex-service men it certainly would be a “consummation 
devoutly to be wished.” 

Although it is still too early in the session to attempt 
a prophecy as to the legislation which will be enacted, I think 
it is safe to say that the most constructive will have to do 
with what President Roosevelt suggested in one of his fire- 
side talks last Fall—security for the home, the job and old 
age. Congressmen have been thinking along those lines and 
many of them now are but waiting an opportunity to submit 
their ideas. From this mingling of minds around the com- 
mittee tables and in the cloak rooms will emerge legislation 
which I am hopeful will accomplish the purpose which the 
President had in mind. Just what form it will take, no one 
can say at this time. 

Security for the home, I think, will be brought about 
through an increased authorization to the Home Owners’ 
Loan Corp. and, if needed, to the Farm Credit Administra- 
tion as well. Both of these agencies have proven their worth 
in what I feel has been the most trying time in the history 
of our national existence. They have saved the homes for 
hundreds of thousands of our citizens who have been able to 
utilize the credit of their Government to that end with 
scarcely any expense to it, since their activities were financed 
through the sale of bonds for which the property involved 
is ample security. 

Thus, while increased security for the home may be pro- 
vided through the extension of agencies already in existence, 
those dealing with security of employment and protection 
from want in old age may not be disposed of so easily. The 
first of these involves a number of questions, such, for in- 
stance, as whether the Federal Government will co-operate 
with the States by making defined appropriations, leaving the 


details of administration to State authorities or undertake to 


solve the problem on a national scale. Each of these pro- 
posals of course has its advantages and disadvantages. These 
must be weighed, one against the other, with a view to de- 
termining which one offers the greatest hope of success with 
a minimum of red tape in its administration. 

The same is true of the proposals designed to protect 
the aged, no longer able to work, from want or becoming 
the objects of charity. It is scarcely to be hoped that the first 
laws enacted with these ends in view will accomplish all 





that their sponsors desire. However, they are certain to 
point the way, and subsequent Congresses can correct defects 
which may develop from time to time. Certainly the purpose 
for which such legislation is designed is worthy of the best 
thought of the Nation and if launched at this session, as I 
am confident it will be, the Seventy-fourth Congress will be 
assured of a place in history. 

The first piece of constructive legislation this Congress 
will be called upon to enact is one extending the life of the 
Reconstruction Finance Corporation. 1 think it is generally 
agreed this will have to be done, and it should be done 
without delay. The R. F. C. has proven to he the right 
arm of the administration in its battle against business de- 
pression, and while gains have been made, as even the most 
skeptical must admit, and victory appears in sight, the Presi- 
dent should not be hampered by any faltering on the part of 
Congress. I think I can say with assurance that the House 
will not fail to do its duty in this particular. 

There are other emergency agencies set up by the last 
Congress at the instance of the administration, which, if they 
are to continue, must be given a new lease on life. These 
include the National Recovery Administration and the Agri- 
cultural Adjustment Administration. Both of these agencies 
have been the objects of bitter attacks from within and with- 
out, and yet I think it will be generally conceded they have 
accomplished much good. Business, I am sure, has no desire 
to go back to the era of unrestricted competition—the rule 
of fang and claw—and the recent referendums by farmers 
on the continuation of the hog-corn, wheat and cotton con- 
trol programs indicate faith and hope for the future. 

Both of these agencies, of course, were in the nature 

of experiments. This was pointed out by President Roose- 
velt himself, and in the light of the experience gained there 
may and I expect will be modifications in their continued set- 
up, whether it be permanent or for a limited period, which 
will be designed to allay much of the criticism directed 
against them. The difficulties of administration which have 
been encountered and overcome by those in charge will be the 
best criterion by means of which Congress will shape this 
legislation to provide the greatest good for the greatest 
number. 
It is going to be necessary for this Congress to re-enact 
some tax legislation. ‘There were emergency levies included 
in the last bill which otherwise would lapse and the revenue 
from which is necessary for proper financial operations of the 
Treasury. However, unless some exceptional and unfore- 
seen burden develops, I don’t look for any substantial change. 
The rapid recovery in business may even afford an oppor- 
tunity for the elimination of some of the so-called nuisani¢e 
taxes and certainly will insure a gratifying increase in the 
national revenue. rae 

One of the very important duties devolving on Congress 
and with particular emphasis on the House is the passage 
of the nine regular supply bills. These provide the funds 
for the maintenance of the several departments of the Fed- 
eral Government as well as the independent agencies, both 
temporary and permanent. The Appropriations Committee 
of the House already has been in session for more than a 
month, holding hearings on these, and as they are reported 
they will be given right of way. 

The general public may not be aware of it, but the 
fact is that each year this committee goes over the various 
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activities of the Government with painstaking scrutiny. Re- 
sponsible heads of each department, under whose supervision 
Federal money is spent, come before subcommittees and de- 
scribe in detail what was done with funds previously allotted 
them and what they plan to do with those recommended by 
the Bureau of the Budget for the ensuing year. In addition 
to the regular supply bills, it is also necessary for Congress 
to approve one and sometimes two deficiency appropriation 
bills, and they must all be enacted or the business of the 
Government comes to a standstill. 

In his official relations with Congress, President Roose- 
velt has adopted a course somewhat different from that of 
his predecessors in apprising them of what he desires in the 
way of legislation. Other Presidents have contented them- 
selves, for the most part, in making xeneral recommendations 
in their annual messages and leaving to Congress the details 
of working these out. President Roosevelt, however, has 
adopted what I feel is the better course. His annual mes- 
sage deals mainly with the state of the Union, but through- 
out the session, from time to time, he sends to Congress 
special messages dealing with specific legislation which he 
and his advisers feel should be enacted. In this way Congress 
« called upon to deal with a single measure. It knows in 
a fairly concrete way just what the Chief Executive wants. 
This results in clearer thinking and speedier action. 

Thus, with this in mind, it muy be assumed that as this 
session proceeds President Roosevelt will favor Congress 
with special messages requesting specific legislation. He has 
indicated what some of.these will be in his annual message, 
but it is likely there will be others and they will be dealt 
with as rapidly as it is expedient to do so. This is the proper 
teamwork for the Nation. It is in strict accordance with 
the constitutional limitations, and, despite what some critics 
have said, President Roosevelt always has shown full ap- 
preciation for them. As he has himself so tersely put it, the 
New Deal has meant evolution, not revolution, and strictly 
in conformity with law and the Constitution. ‘There is no 
reason to assume he will undertake to depart from that 
course in this Congress. 

I assume all of you either heard or have read President 
Roosevelt’s message, delivered in the House last Friday. 
With bold strokes, he marked out a national program for 
recovery, for co-operation between the industry and the Gov- 
ernment which has called forth praise not only from his 
friends but his political adversaries as well. The keystone 
to the arch of this program is his recommendation that .a 
work roll be substituted for the existing relief roll. 

To this, I am sure, Congress will devote early, earnest 
and sympathetic consideration, for every one must realize 
that the national situation is far from healthy when we have 
millions on relief rolls, drawing what are in effect doles from 
the Treasury and for which they render no special service. 
This condition I believe can be corrected and I think Presi- 
dent Rooveselt has pointed the way. 











The great national resources of this country are a herit- 
age which we of this generation should hand down to our 
posterity with as little impairment as possible. Some of these, 
we may say it to our shame, already have been squandered 
and this makes it all the more imperative that we preserve 
or restore what is left. 


That is the task which President Roosevelt has outlined 
to the Nation and to which Congress will direct specific 
attention. His plan, as I gather it, is to provide work on 
worth-while projects, many of which in the course of time 
will prove self-liquidating, and all of which are destined to 
be beneficial to this and succeeding generations. 


Meanwhile, provision must be made to care for those 
people willing and able to work during the transition period. 
These public works projects, widely scattered throughout the 
country, can not be set up by waving a magic wand and it 
will be necessary for Congress to supply not only the means, 
but the authority under which they will be launched and at 
the same time provide for such continuation of the present 
relief set-up as is needed to put them into operation. This, 
Congress is prepared to do. 

Although this program is for an emergency—such a one 
as the country never faced before—and will be carried for- 
ward only so long as it is necessary to prevent starvation it 
can be curtailed and deferred as rapidly as the recovery of 
private industry takes up the slack in employment. As men 
are called back to work at the lathe, in the mill and the 
foundry, they will leave their places on the Government 
work rolls. There has been substantial improvement in this 
particular already and I am confident that Midsummer will 
see this greatly enhanced. 


The Government work projects themselves will aid this 
since many of these will call for fabricated steel, cement and 
other supplies which the Federal Government itself will have 
to buy. With a restoration of confidence, evidences of which 
are widespread, I think there will be greater recovery in 
business, and as the pendulum swings up for private industry 
the necessity for work relief naturally will diminish. 

As we proceed with this session it is highly probable 
that partisanship will manifest itself. It could scarcely be 
otherwise with a national campaign less than two years off. 
The minority will be endeavoring to make issues and, as I 
see it, it is not only the right but the duty of the minority 
under our form of government to criticize that which it can- 
not accept or with which it cannot agree. However, I hope 
the country as a whole will not give undue weight to what 
some of these critics may say. The Nation has declared in 
unmistakable terms its faith in a Democratic President and a 
Democratic Congress. Ours is the power and ours is the 
responsibility. We accept it, firm in the faith that the trust 
reposed in us will not be abused, and that the Nation as a 
whole will rise to high levels under the Guidance of Presi- 
dent Roosevelt and the Seventy-fourth Congress. 
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‘Forward or Backwardr: 


By DR. NICHOLAS MURRAY BUTLER 


An address delivered on the invitation of the World Peace Foundation on the fifteenth anniversary of the establishment of 
the League of Nations, broadcast from the National Broadcasting Company's Station WJZ, January 10, 1935 


O time must be lost if the world is to be brought 
back to the path of progress from which it turned 
aside some seven years ago to enter upon a path 

of dangerous reaction. Hardly had the Pact of Paris re- 
nouncing war as an instrument of national policy been 
accepted by the governments of substantially every civilized 
nation than those same governments began to enlarge and 
to multiply their armaments, naval, military and air, in 
preparation for the prosecution of that very war upon which 
they had professedly just turned their backs. All this was 
undertaken on behalf of that so-called security which is but 
another name for preparation for offensive war. 

With the passing all too soon, first of Stresemann in 
Germany and then of Briand in France, two great personal 
forces making for peace and progress were lost to the world, 
and the places in official life which their death left vacant 
have not yet been taken. Public opinion is almost every- 
where ready to support with eagerness and increasing vigor 
those policies of international coéperation which alone can 
assure peace and prosperity, but unhappily that public 
opinion is often too inarticulate and often too leaderless to 
carry on a successful struggle with the untiring and thor- 
oughly organized minorities, well entrenched in their several 
countries, which are insistently pressing policies which make 
both peace and prosperity impossible. 

Those human ambitions, human aspirations and human 
passions which lead to war are not likely soon to be eradi- 
cated from the heart of man. Therefore, if these are not 
to result in constant war, ways and means must be found for 
dealing with them which are effective substitutes for war. 
This means that those political and economic institutions 
which will make it possible to settle without armed conflict 
those differences between nations which are certain to arise 
from time to time, must be planned and brought into being. 
In short, the rule of reason must be substituted for the rule 
of armed force. This has been substantially done for indi- 
viduals within the life of each civilized nation. It now 
remains to accomplish the like end for nations themselves 
in the life of the family of nations. 

The two obvious steps toward the accomplishment of 
this high purpose are the establishment of an authoritative 
permanent international court of justice, where causes be- 
tween nations may be heard and judicially determined, and 
the establishment of a permanent’ council of consultation 
between nations, where those matters and problems which 
are common to several nations, or to all nations, may be 
calmly and reasonably considered, discussed and settled in an 
atmosphere and spirit of constructive international codpera- 
tion. The court which we need is already in existence at 
The Hague and is splendidly discharging its high task. It 
shocks both the conscience ‘and the intelligence of an Ameri- 
can to remember that, while his country played the most 


effective part in planning and in organizing that court and 
while both great political parties have endorsed it and evéry 
president and every secretary of state for thirty years has 
supported the principle upon which it rests, a small and 
determined minority, taking advantage of the traditional 
procedure of the United States Senate, has been able year 
after vear to prevent the acceptance by our government of 
the protocol giving adhesion and support to this institution. 
Were our government truly representative of public opinion, 
such action would have been taken long ago by overwhelm- 
ing vote. 

The council of consultation which the world needs is 
in existence through the League of Nations at Geneva. It 
is true that, despite its fine record of achievement, the League 
as it is now organized will doubtless have to be modified 
in not a few respects if it is fully to accomplish its high pur- 
pose. In its present form, the League was necessarily an 
outgrowth of the great war; in the form which it will one 
day take the constitution of the League will think less and 
less of war and more and more of international codperation 
for the highest ends of social, economic and political policy. 
The literally appalling resolution by which the Senate of the 
United States proposed in 1919-20 to act upon the Treaty 
of Versailles, which treaty contained the Covenant of the 
League of Nations, is clear proof how little the Senate of 
that day comprehended the problem with which it was called 
upon to deal. The adoption of that resolution would, as 
President Woodrow Wilson then said, have nullified, not 
ratified, the treaty. 

During the past fifteen years, public opinion has made 
much progress in comprehending that what is proposed is 
in no wise to commit the government of the United States to 
interfere with or to be involved in matters which solely 
affect the nations of Europe, of Asia or of South America. 
On the other hand, it is to bring about a situation in which 
the United States will take not only responsibility but leader- 
ship in dealing in coéperative fashion with those problems 
and happenings which directly affect the American people 
because they affect the peace and prosperity of every nation. 

On this fifteenth anniversary of the coming into exist- 
ence of the League of Nations, we should dedicate ourselves 
anew to the task of making plain to public opinion what is 
involved in the choice that the world is now called upon to 
make. It is a choice between economic and political nation- 
alism on the one hand, which means economic suicide and 
political revolution, and, on the other, such international 
understanding and coéperation as will give new strength to 
the foundations upon which alone peace and prosperity can 
securely rest. ‘We may either open our eyes and our minds 
and press forward to constructive progress, or we may close 
our eyes and our minds and drift down the stream which 
leads to the chasm marked suicide. 
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Japanese Foreign Relations 


By KOKI HIROTA, Japanese Minister of Foreign Affairs 


An address delivered before the Sixty-Seventh Session of the Imperial Diet in Tokyo on Tuesday, January 22, 1935. 
Text furnished by the Japanese Consulate General in New York. 


‘LT the recent Extraordinary Session of the Diet I 

had the honor to present the outline of our foreign 

relations, whereof the most gratifying aspect is 
notable accretion of cordial sentiments between Japan and 
other powers. It is the cardinal principle of our foreign 
policy to promote Japan’s peaceful and friendly relations 
with every country of the world and to develop further cul- 
tural and commercial intercourse. 


Now that the work of laying the national foundations 
of Manchukuo has been completed her future progress will 
largely depend, I believe, on unreserved cooperation between 
her people and ours. Especially in the economic field it may 
well be expected that by ministering to each other’s wants 
we shall be able to achieve an ample measure of mutual well- 
being and prosperity. In these circumstances one cannot but 
be moved greatly by the announcement that His Majesty 
the Emperor of Manchukuo will visit His Majesty the Em- 
peror of Japan at Tokyo this Spring and thus add to ties 
of amity between two imperial houses. It is certainly a rare 
privilege and honor for our entire nation to have the oppor- 
tunity of welcoming to our shores His Majesty the Em- 
peror of Manchukuo. 

‘The Japanese Government are paying particular atten- 
tion to the naval disarmament question. I had occasion at 
the last session to speak about the preliminary naval conver- 
sations which took place at London between Japan, Great 
Britain and the United States of America. The fundamental 
policy of the Japanese Government in the present negotia- 
tions is, as I then explained in full, to carry out a sweeping 
reduction of armaments and to effect total abolition or dras- 
tic limitation of offensive arms so as to free each power 
from the menace of other powers and in fact to make it 
impossible for any power to menace another. 

The Washington Treaty of Naval Limitation of 1922, 
having now become incompatible with our basic policy, our 
government notified the government of the United States on 
Dec. 29 last year of Japan’s intention to terminate that 
treaty in accordance with its provisions. In consequence, 
the Washington Treaty will cease to be in force as from the 
last’ day of December, 1936. This step must not be taken 
to mean that we intend to launch out on any expansion of 
our armaments, which is far from our thought. On the con- 
trary, we look forward to the conclusion of another pact to 
supersede the Washington Treaty, a pact based on a new 
formula which shall be truly consonant with the spirit of 
disarmament. 

The preliminary conversations which afforded the powers 
an opportunity to discuss thoroughly all relevant matters 
and to make known their respective views more or less 
definitely were adjourned on Dec. 20, as it was then deemed 
advisable to enable delegates of the powers to consult their 





home governments on results of the conversations so far 
attained. It was arranged, however, that close contact should 
be maintained between the powers during the recess and that 
negotiations should be reopened as soon as the proper moment 
arrives. 

We sincerely hope for and are devoting our best efforts 
to bring about an early resumption of these negotiations for 
the achievement of a new equitable agreement which will 
embody the principles of non-aggression and non-menace and 
effect actual and sweeping armament reduction and advance 
thereby the cause of world peace. 

Japan and the United States have been bound not only 
by a vital economic relationship of mutual interdependence 
unparalleled elsewhere but also by a historical bond of 
friendship ever since the commencement of their intercourse. 
There exists no question between the two countries which 
is intrinsically difficult of amicable solution. Certainly it is 
unimaginable that there should be any cause of conflict be- 


tween two countries separated by the vast expanse of the 
Pacific. 


As for our former ally, Great Britain, while it is true 
that in order to safeguard our overseas trade we have yet 
to discuss various matters with that country, I cannot think 
of any part of the globe where adjustment of interests be- 
tween us might be considered in any way unattainable. It is, 
needless to say, that good understanding and cooperation be- 
tween Japan and Great Britain constitute a really important 
contribution to the peace of the world. 

It is in consideration of these relationships that the 
Japanese Government have carried on negotiations with 
America and Great Britain in accordance with the spirit 
expressed above. And it is in the spirit of this policy that 
we wish to deal with all other countries, especially with our 
neighbor States, with which we are anxious to foster good- 
will and fraternal sentiments without any mutual menace. 

We have been guided wholly by the same spirit in all 
our negotiations with the Soviet Union. Pending negotia- 
tions on the transfer of the North Manchuria Raiway [the 
Chinese Eastern] have made further progress since I last 
spoke and it will not perhaps be long before an agreement 
is reached. If transfer serves to eliminate the source of such 
disputes as have occurred hitherto so frequently along that 
railway and to strengthen friendship between Japan, Man- 
chukuo and the Soviet Union, the prime objective of the 
present negotiations will have been attained. 


Our government are planning to accelerate the peaceful 
development of Soviet-Japanese relations by redoubling their 
efforts for the solution of other pending problems. To that 
end, hearty cooperation on the part of the Soviet Union is 
of course essential. In this connection I cannot but hope 
that the Soviet Government will give special consideration 
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to the erection of military works in the Far East, especially 
along the Soviet-Manchukuo frontiers, with the view of pro- 
moting mutual trust and assurance. 

Of late the political situation in China has been some- 
what quiet. That except for fighting between Communist 
armies and government troops there is no civil war there at 
present is most gratifying not only for China herself, but 
for the sake of peace in East Asia, wherewith Japan is most 
vitally concerned. However, it cannot be denied, if only in 
light of history alone that in the Chinese political situation 
many serious possibilities are still latent. 

While fortunately the main strength of the Red armies 
in the direction of Kiangsi and Fukien appears to have been 
driven away from those territories by expeditionary forces 
sent by the government, remaining units of these armies are 
said to be establishing contact with their allies in Kweichow 
and Szechwan and thereabouts and moving westward into 
remoter regions. In view of this fact, coupled with reports 
of sovietization of Sinkiang, the Japanese Government will 
be obliged to continue to watch with concern activities of 
the Communist party and armies in China. 

Again it is to be regretted that even now in certain 
localities of China and anti-Japanese agitation has not yet 
been completely brought to an end. Japan attaches great 
importance to her friendship with other States in East Asia 
and counts on their participation in bearing serious respon- 
sibilities for the maintenance of peace and order in this part 
of the world. I fervently hope therefore not only that 
China will soon recover her stability but that she will awake 
to the realization of the whole situation of East Asia and 
undertake to meet the genuine aspirations of our country. 

In view of our position as China’s neighbor and as the 
stabilizing force in East Asia, it is our policy to try to assist 
China in the attainment of this goal. I may add that the 
Japanese Government is glad to acknowledge the fact that, 
as has been indicated in the gradual solution of various long- 
pending questions, there is today a growing trend among 
Chinese people to appreciate the true motive of Japan. 
While we will do everything to encourage this tendency, I 
hope that China will collaborate with us further in that 
direction. 

Now turning to Japan’s trade relations, | am sorry to 
state that the policy of trade restriction exemplified in the 
promulgation of high customs tariffs, import restrictions, ex- 
change control and exchange compensation duties, &c., is as 
prevalent as ever among foreign countries, some of which 
have even gone so far as to abrogate their commercial 
treaties with our country. Such a situation is extremely re- 
grettable, not only for the sake of Japan but also from the 
broader viewpoint of world’s economic rehabilitation. 

Our government are endeavoring to come to a fair 
agreement with each one of the powers concerned in order 
to have such measures of trade restriction either modified or 





removed as far as possible and to promote mutual interests 
of both. For a country like Japan, with a vast population 
on the one hand and meager natural resources on the other, 
foreign trade constitutes important peaceful means of live- 
lihood. The advance of Japanese commodities on the mar- 
kets of the world today is only the fruit of our nation’s 
united and indefatigable labors for many long years. 


Of course we are reserting to no unfair devices for 
expansion of our trade while the development of our indus- 
tries confers substantial benefits on many countries which 
produce raw material and at the same time ministers directly 
to the welfare of multitudes of consumers throughout the 
world. Moreover, our foreign trade, expanded as it is, 
actually amounts in volume to the insignificant figure of 
but 3 per cent of the total volume of the world trade and 
our country occupies only the seventh or eighth place among 
the principal trading nations of the world. 

Fortunately these facts are being understood more and 
more by intelligent public of-all countries. While cultivat- 
ing such understanding to a greater degree and upholding 
our position of absolutely fair and just basis, we will strive 
to obtain adjustment of mutual interests with every one of 
the powers concerned. 

Finally negotiations with ‘The Netherlands, which were 
begun in Batavia in June last year, have yet reached no con- 
crete conclusion, owing, as was stated in the last session, to 
the extreme complexity and great variety of questions that 
have to be taken into deliberation. However, the labors of 
the delegations of both countries during the past six months 
or more have succeeded not only in clarifying the respective 
positions of Japan and The Netherlands with reference to 
trade and removing misunderstandings of various sorts, but 
also in laying, I believe, important foundation for negotia- 
tions to follow hereafter. 


In conclusion, I wish to stress the need of extreme 
caution as well as strong determination on the part of our 
people if in the midst of complicated and unsettled conditions 
which nowadays universally characterize international re- 
lationship we are to consolidate our position and to realize 
the consummation of our policy and purpose. Japan’s with- 
drawal from the League of Nations will become effective on 
the 27th of March next and ours will be a greater burden 
of responsibility. The road for Japan to take has long been 
chosen. 

Our foreign policy is such as I have stated. After all, 
the foreign relations of a country are the reflection of the 
moral power and material strength of its people. If all of 
us in conformance to the august will of His Majesty work 
together and do what lies in our power, it will not be diffi- 
cult, | am sure, to surmount any obstacles we may encounter. 
In face of the present international situation, I wish to 
appeal specially for the united support of the whole nation. 
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The Four-Way Plan 





of Unemployment Insurance 


By E. P. HOHMAN 


Associate Professor of Economics, Northwestern University 


Delivered Before the Retail Merchants’ Committee, Palmer House, Chicago, Monday, January 7, 1935 
Broadcast over National Broadcasting System 


HE. so-called four-way plan of unemployment insur- 

ance contemplates participation by employers, em- 

ployees, the state, and the federal government. By 
veneral consent it is assumed that at least two of these 
bodies, employers and the state, should and must be involved 
in virtually any conceivable compulsory plan. The question 
here is not whether they should be included, and how and to 
what extent. The issue with regard to employees and the 
federal government, however, is not so clear, and merits 
thoughtful consideration. 

‘The employee is and obviously must be drawn in as a 
beneficiary; but should he be a contributor as well? No, 
says one body of opinion, including organized labor, because 
it is illogical to tax the very persons you are trying to help; 
because workers are not responsible for unemployment and, 
more important, are in no position to determine policies for 
curtailing it; because a subtraction of even 1% from the 
contents of the pay envelope will represent real hardship to 
many persons whose earnings are already tragically low; 
and because it will complicate the administrative machinery 
of the law. Yes, replies another school of thought, for the 
additional income to the insurance fund will make possible 
either larger benefits or benefits payable over a longer period, 
or both, and thus more than compensate workers as a whole 
tor the sacrifices involved in the payment of premiums; the 
status of contributors will give employees the unquestioned 
right to be represented on advisory and policy-determining 
boards, and will thus facilitate efficient administration by 
providing a ready means for the presentation of grievances 
and the settling of disputes; and the psychological effect upon 
morale and self-respect will be good, since there need be no 
implication of charity about the benefit. On balance, there 
would seem to be in these opposing points a fair margin of 
preference for a contribution of about 1% from the em- 
ployees. Even the argument that the entire burden should 
be placed upon the employer as a means of providing this 
strategic person with an adequate incentive for regularizing 
work loses much of its force when we realize that a given 
contribution of say 3% would furnish an employer just as 
strong an incentive if his employees were giving another 1% 
as if they were not. 

But what about the role of the federal government? A 
direct national unemployment insurance act, taking the mat- 
ter out of the hands of the states, seems quite unlikely and 
might well be declared unconstitutional; but current pro- 
posals call for utilizing the federal government as a means 
of stimulating, guiding, and coordinating the various hoped- 
for state laws. Under such a scheme Congress would impose 
a federal tax on pay-rolls, with provision for a rebate against 





this tax for all employers who were contributing to a state 
fund, and for federal grants-in-aid for unemployment com- 
pensation, under stipulated conditions, to states which did 
not have their own laws. Rebates would be allowed, how- 
ever, only in cases where the state laws measured up to cer- 
tain minimum standards laid down by the Secretary of 
Labor. Beyond this minimum level the state legislatures 
might enact any type of law which seemed desirable; but the 
national government would assume responsibility for general 
administrative guidance and supervision and for the safe- 
guarding and investment of all unemployment reserves. 

This type of legislation is subject to some doubt as to its 
constitutionality, although the principle of grants-in-aid is 
less likely to run afoul of constitutional limitations than the 
major concept of the Wagner-Lewis bill, which employed 
the taxing power of Congress more bluntly for the purpose 
of persuading the states to pass their own legislation. It is 
also open to the charge of leading us away from states rights 
and accentuating the tendency towards federal centralization 
and bureaucracy. 

On the other hand, it possesses several distinct advan- 
tages. By setting uniform minimum requirements, it will 
aid materially in dealing with the vexing problem of inter- 
state competition, and will simplify the administrative pro- 
cedure in dealing with insured persons who migrate from 
one state to another. It will undoubtedly encourage the 
rapid spread of state laws, and so hasten and broaden the 
gains to be derived from stabilized purchasing power, im- 
proved labor morale, the curtailment of abject poverty, and 
the increased pressure to regularize employment. - It will 
enable us to employ national measures and machinery in 
dealing with what is admittedly and obviously a nation-wide 
problem, far transcending the boundaries of any single state. 
At the same time, the flexibility of procedure and allowance 
for varying local conditions which are absolute essentials of 
successful administration can be maintained by allowing the 
states to retain control of the actual administrative ma- 
chinery. And finally, it is becoming more and more clear 
that the national government is the only agency whose juris- 
diction is wide enough and. whose powers are great enough 
to deal with certain fundamental problems of unemployment 
prevention, on the one hand, and of unemployment relief, 
on the other, which are almost certain to be with us for some 
time to come. If it is to handle its heavy responsibilities in 
connection with these twin problems adequately, it must 
have some voice in helping to determine the major outlines 
of unemployment insurance, the first line of defense against 
the unemployment attacks of the future. 
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The Federal Child Labor Amendment 


By WILLIAM D. GUTHRIE 





Of the New York Bar, Chairman Special Committee American Bar Association, delivered 
at New York studio of National Broadcasting Company, January 7, 1935 


proposed by Congress to the state legislatures on June 

2, 1924, and within less than a year it had been 
rejected by both branches of the legislature in twenty-three 
States and by one branch in eleven additional States, making 
a total adverse action by thirty-four state legislatures. As 
under the Constitution an amendment must be ratified by 
three-fourths of the forty-eight States, that is, by thirty-six 
States, it was assumed in 1925 that the amendment had been 
definitely defeated; and, according to a unanimous decision 
of the Supreme Court of the United States, an amendment 
must be ratified within a reasonable time. The amendment 
cannot be now legally resurrected after its burial ten years 
ago and be validly acted upon by state legislatures “unless 
a second time proposed by Congress.” 

It was convincingly argued in 1924 and 1925, and 
should be even more convincing in 1935, that, if the Child 
Labor Law of any State is insufficient, or, if sufficient, is not 
being adequately enforced, then the energy and funds being 
expended in the campaign for ratification of the proposed 
Federal amendment should be directed at state enforcement. 
The last two years have certainly demonstrated that Wash- 
ington already has as much on its hands of bureaucracies 
and police duties as it can efficiently and satisfactorily dis- 
charge. 

The amendment was by no means rejected ten years 
ago, nor is it now being opposed, because of any want of 
sympathy or zeal for the due protection of American child- 
hood and the support of our state laws, but because of 
objection to the transfer of control over our children to 
Congress and Washington bureaucrats, and the insistence 
that their safeguarding is a duty and a function that should 
properly belong to the States. 

Moreover, we should bear in mind that the overwhelm- 
ing repudiation and defeat of the amendment ten years ago 
by so large a majority of the state legislatures was at a time 
when the American public and the state legislatures were 
fully informed as to the true purpose of its framers and their 
real intent, which were not at all as limited and unobjec- 
tionable as present advocates and propagandists of ratifica- 
tion are professing. 

The American Bar Association adopted a resolution at 
its annual meeting in 1933 to the effect that ‘‘the proposed 
Child Labor Amendment to the Constitution of the United 
States should be actively opposed as an unwarranted invasion 
by the Federal Government of a field in which the rights of 
the individual States and of the family are and should remain 
paramount”; and it accordingly directed the appointment of 
a committee to oppose ratification. This committee has 
prepared a full review condemning the amendment, and its 
report has been approved by the distinguished President of 
the Association, Mr. Scott M. Loftin of Florida. It is pub- 


Te so-called Federal Child Labor Amendment was 





lished at length in the January number of the official Journal 
of the Association. 


Let us now analyze and comprehend exactly what the 
proposed amendment really means and truly portends. 


It expressly provides in so many words that the Con- 
gress should have power not only to limit and regulate, but 
likewise to prohibit, the labor of all persons under eighteen 
years of age. Its language would clearly confer upon Con- 
gress a power which would reach into every household 
where persons under eighteen years of age were living. It 
would be a power that could be exercised so as to invade 
the privacy of the home and the sacred authority, control 
and duty of parents. The express grant of power to pro- 
hibit, under an unbroken line of decisions of the Supreme 
Court since the days of Chief Justice Marshall, might “be 
exercised to its utmost extent and at the will of those in 
whose hands it is placed.” And what is even more objec- 
tionable and dangerous, it is a power which practically could 
only be exercised and enforced through an innumerable 
bureaucracy of federal officials, whose activity and inter-med- 
dling might be an intolerable nuisance to every household 
where there were minors. These federal bureaucrats would 
inevitably become inquisitorial, tyrannical, and demoralizing, 
and could subject every family in every State to the constant 
prying and intrusion of federal investigators, detectives, 
truant officers, and snoopers sent out with roving commissions 
into every corner of the country. 


The Congressional Record of 1924 conclusively estab- 
lishes that the framers and promoters of the proposed amend- 
ment would not accept any reasonable limitations of the 
proposed new federal power, but insisted upon language con- 
ferring unlimited power, and would accept no qualification 
or limitation whatever. They substituted the word “per- 
sons” for the word “children”, originally proposed, because 
they wanted jurisdiction and control not only over all chil- 
dren but over all youths, male and female, up to eighteen 
years of age. It is in truth not so much a child labor amend- 
ment, as it is an amendment to get control over all youths, 
male and female, throughout the entire country. They sub- 
stituted the word “labor” for the word ‘“employment’’ be- 
cause they were advised that the word “employment” might 
be held to imply “hired for pay”, and they wanted to reach 
the children and youths who work or do chores in the home 
or on the home farm without pay. Hence, they would not 
be satisfied with a power to limit or regulate, but insisted 
upon the additional unlimited power to prohibit. All the 
reasonable and wise limitations proposed which would have 
excluded federal control or tyranny over the labor of children 
and youths in the home or on the farm of the parents, were 
rejected. A substitute was also voted down which would 
have confined the power of Congress “to prohibit or to regu- 
late the hours of labor in mines, quarries, mills, canneries, 
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workshops, factories, or manufacturing establishments of per- 
sons under eighteen years of age and of women.” In truth, 
the framers and proponents of the amendment refused to 
accept any limitation whatever, and as the then head of the 
Children’s Bureau in the Labor Department emphatically 
testified before the Judiciary Committee of the House, they 
‘“would make no exception at all.” At the time of its final 
passage, it was affirmed in the debate, without contradiction, 
that Congress would have power to prohibit “the labor of 
girls under 18 years of age in the home and of boys under 
18 on the farms.” 

If the amendment were ever ratified, it might be found 
impracticable to prescribe in a statute in detail what kinds 
or forms or classes of labor should be limited or regulated 
or prohibited. It is true that Congress could pass a statute 
in the very wording of the proposed amendment and thereby 
prohibit all labor, or one or more distinct kinds of labor 
by all persons in the United States under eighteen years of 
age. ‘Congress, however, might possibly hesitate, at least 
at first, to go so far, and might shirk or shift all respon- 
sibility by simply prohibiting in general humanitarian, sym- 
pathetic and high-sounding phrases, any labor, whether 
physical or mental, which might tend to injure the health 
or the morals or impair the education or future welfare of 
any child or youth, and then delegate to the head of the 
Labor Department or its Children’s Bureau authority to 
determine what kind or form or class or hours of labor 
would be prejudicial, with power to limit, regulate, or pro- 
hibit as these bureaucrats, male or female, might deem or 
conclude to be advisable or necessary. Such a statute could 
further provide that the decision of these bureaucrats should 
be conclusive as to the facts and not subject to review in 
the courts. The Supreme Court has repeatedly upheld the 
unconstitutionality of similar delegations of authority, or of 
so-called administrative discretion, to federal departments or 
commissions, and has thereby in practical result empowered 
bureaucrats to make orders, rules and regulations having the 
effect of laws, but not subject to review or redress in the 
courts, and yet enforcible nevertheless criminally by fine or 
imprisonment or both. 

We may well pause at this point to consider what kind 
of administration we would be likely to get or should expect 
from the Labor Department and its Children’s Bureau. 
Surely, if elemental prudence can still warn and admonish 
Americans by past experiences, we may instructively recall 
the striking and quite typical example furnished by the so- 
called Maternity Act, which was administered by the Labor 
Department and its Children’s Bureau for seven and one-half 


years until repealed, and which cost the taxpayers about 
$11,000,000. For this enormous expenditure, nothing what- 
ever was added to the sum of human knowledge about child 
bearing, or maternity, or anything else. The plain fact is 
that the Labor Department and its Children’s Bureau 
tragically and pitiably failed in its attempts to teach Ameri- 
can women how to care for themselves during pregnancy, 
or how to bear and rear children, and the fruits of its mis- 
chievous and offensive intermeddling were as ashes and 
utterly worthless. In fact, its maternity activities were pro- 
claimed in the Senate to have been “nothing but a common 
and public nuisance, maintained at the expense of the United 
States,” and. the Journal of the American Medical Associa- 
tion declared that during the entire seven and one-half years 
the Bureau “did not deveiop a single new idea in the field 
of maternal and infant hygiene”. 

There are to-day in the United States about ten million 
youths, male and female, fourteen and under eighteen years 
of age, and probably nine-tenths of these youths are either 
gainfully employed supporting themselves, or helping support 
the household, or are aiding their families by doing chores in 
the home or on the home farm. All these youths could be 
deprived of the right and liberty to work and earn their 
living or help their families. 

The vital and far-reaching question confronting the 
conscience of the American people and the grave responsi- 
bility facing the several state legislatures are to determine 
whether an amendment to the Constitution of the United 
States should be ratified which would inevitably tend to 
undermine our federal system of sovereign and independent 
States and impair our heretofore cherished right to local 
self-government, and which would transfer to Congress and 
bureaucrats in Washington the control of the future of all 
American children and of all youths under eighteen years 
of age. In other words, conscientious, prudent and patriotic 
Americans ought to ponder deeply, before it is too late, 
whether they will abandon so important and intimate a field 
of home rule and have their children placed under the 
tutelage and control of bureaucrats in Washington, who, 
as things are now drifting, would probably be dominated 
or controlled by the American Federation of Labor and the 
Labor Unions. 

The verdict of the American people ten years ago was 
emphatically against the abandonment of American children 
to the mercy of Congress and federal bureaucrats, and our 


plain and clear duty is to pronounce the same verdict this 
year. 
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Co-ordination of Law Enforcement in 
the Movement Against Crime 


By HON. HOMER S. CUMMINGS, Attorney General of the United State: 
Broadcast Over a Nation-Wide Network of The National Broadcasting Company, January 14, 1935 


conference on crime, to be held in Washington from 
the tenth to the thirteenth of December. Tonight, 
through the courtesy of the National Radio Forum, there 
is presented an appropriate occasion to report some of the 
results of that conference and to outline, from the viewpoint 
of the Department of Justice, what lies ahead. I venture 
to make this report because of my firm conviction that our 
people have awakened from their indifference to the menace 
_of crime and are eager to learn what our law-enforcement 
authorities, each in their respective jurisdiction, propose to 
do about it. 

The recent conference on crime was based upon a well- 
defined theory, or at least upon a new method of approach. 
Therefore, the public, expressing itself through conferences 
or otherwise, had appealed to the Government for aid in 
dealing with the menace of lawlessness. But now the process 
was about to be reversed—the Government was to appeal to 
the public for its thoughtful advice, for its sustained interest 
and for its active help in a national movement to meet the 
common peril. 

In attendance there were the representatives of Fed- 
eral, State, territorial and local Governments, as well as of 
more than 75 quasi-public and private agencies, the interests 
and activities of which bear upon this problem. In all there 
were about 600 delegates present from all parts of the United 
States, who heard from the lips of practical experts a dis- 
cussion of crime in its four principal aspects, to-wit: First, 
the causes of crime; second, detection, apprehension and pun- 
ishment ; third, refotms in procedure, and, fourth, rehabilita- 
tion, including probation, parole and pardon. The President 
of the United States opened the conference with a ringing 
call for action, and the non-partisan character of the enter- 
prise was evidenced in the public-spirited collaboration of 
two distinguished cabinet officers of a preceding administra- 
tion. No element of partisanship or politics invaded any stage 
of the proceedings. 

No more earnest or intelligent group has ever assembled 
to discuss the problem of crime. Ten sessions were held and 
every conceivable aspect of this matter was made the sub- 
ject of well-considered addresses, followed by informal but 
highly instructive debate. A committee on resolutions was 
appointed and its report was adopted by a unanimous vote. 
These resolutions called for continuing efforts and a perma- 
nent organization to work along well-defined lines. A study 
of the situation is still going on in the Department of Justice 
and shortly I shall announce the names of the committee to 
carry forward the work. 

Not for one moment do we contemplate resting upon 
our oars. The pressure for progress will be constantly ap- 

plied. This movement must go on and it must succeed. 


(): the eighth of October last I issued a call for a 


What the conference sought was to approach the ques- 
tion in as dispassionate, as objective and as practical a man- 
ner as possible; to consider crime in the light of the experi- 
ence of the participating groups without, at the same time, 
getting into the field of particular crimes, specialized sug- 
gestions and minute professional preoccupation. The con- 
ference was not long in reaching a common ground. The 
Committee on Arrangements had prepared a somewhat rigor- 
ous routine of addresses and discussions, but owing to the 
reputation and character of the speakers and the challenging 
issues presented, interest was maintained to the end, an inter- 
est that those of us in the department have since seen spread- 
ing out into ever-widening circles, as a broader realization 
comes to our people that what is involved is the administra- 
tion of justice in its largest sense, affecting both Federal 
and State enforcement and the proper co-ordination of the 
two. 

It seemed to be the unanimous opinion of the partici- 
pants, as it must be of all persons who have studied this 
problem, that no sustained movement to deal with crime 
can be initiated with real hope of success unless there is an 
informed and aggressive public opinion supporting our law 
enforcement authorities in their different fields. The con- 
ference, I believe, elicited such an exposition of basic facts 
as would encourage the public to see the problem of crime 
in its broader aspects and to see it whole. There can be no 
doubt that crime, in its modern phases in the United States, 
presents a most sweeping challenge—a challenge to our 
economic and our social life, a challenge to our national 
pride, a challenge to the prestige of government itself. More- 
over, it is a challenge that cannot be met unless our people 
are determined that it shall be met. 

When one speaks of public opinion one speaks of a 
vague, intangible force, the operations of which sometimes 
seem to be based upon no fixed principle or upon no universal 
formula of expression. Yet once in operation, public opinion 
becomes the mightiest of all forces, which it requires no 
particular sensitiveness to apprehend. Public opinion has at 
last begun to express itself in the field of crime. It is not 
an opinion that impinges alone upon the Federal Govern- 
ment. if I mistake not the signs, it is beginning to affect 
all Governmental authorities throughout the Nation, 
whether their jurisdiction be great or small. There is a 
demand for action in each particular jurisdiction, for the 
most expert co-ordination of which the authorities are cap- 
able. These large public expectations should find an un- 
reserved welcome on the part of law-enforcement offiicials, 
for there is thus provided an encouragement and a stimula- 
tion to such an administration of justice as will meet the 
needs of modern American life. 

As far as concerns the Department of Justice, the 
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widening public interest in the problem of crime exhibits 
itself in mumerous and most varied manifestations. Since 
the conference on crime adjourned, the department has re- 
ceived thousands of communications on this subject. Hun- 
dreds of students have written to request information, dozens 
of organizations have asked for speakers, universities propose 
to consider crime in their courses on political science, public 
libraries in some of our largest cities have asked for assist- 
ance in setting up special sections on criminological topics, 
and sociologists, civil associations, prison and probation 
officers have approached us with offers of collaboration. 
Police organizations have asked to be kept informed con- 
cerning public or private activities in this field throughout 
the United States. Governors have called, or have an- 
nounced their intention of calling, State conferences on 
crime, State attorneys general have summoned officers with- 
in their jurisdiction for consultation on broad programs for 
better law enforcement, and there are numerous indications 
that State Legislatures meeting in 1935 are preparing to con- 
sider recommendations for legislation to improve the admin- 
istration of criminal justice. 

It would be impossible for me to review in any detail 
the various suggestions and recommendations which came out 
of the conference on crime, but it seems to me that one of 
the most important matters stressed by the conference, and 
the one which most needs our immediate action, is that of 
securing a better co-ordination of all agencies, local, State 
and national. 

At the present time in every State in the Union there 
are thousands of persons engaged in some phase of law en- 
forcement, most of whom are working independently of each 
other or of any central co-ordinating head. Beginning at 
the bottom of the structure, we have a great number of 
inferior criminal magistrates of the type of the justice of the 
peace or the police judge, many of whom are part-time 
officers whose major interests are in other occupations, and 
who are without serious responsibility to any central author- 
ity, except as they are required to keep a docket or make an 
annual report of fees and generally conform to standardized 
rules of criminal procedure. In some places appointments 
of these magistrates are made by legislatures quite without 
regard to qualifications and to satisfy political obligations 
or to extend political favors. Connected with each of these 
courts are the inferior police officials, frequently working on 
a part-time basis and equally relieved of any responsibility to 
any higher control. Parallel with this local structure, and 
usually quite independent of it, is found the county sheriff, 
the county prosecutor and the agents of the County Court. 
While these officials are a more experienced type of person, 
ofttimes they have no particular aptitude for their work. 
Usually they are elected upon the basis of personal popularity 
or speechmaking ability, and the quality of their perform- 
ances is far from uniformly good. The inferior magistrate, 
in addition to being a trial judge of minor offenses, is also 
usually a committing magistrate in serious cases, and his 
officer is frequently the first official on the scene, following 
the commission of a felony. This precious moment is the 
most important one of all. An untrained or incompetent 
police official can make effective prosecution impossible with- 
out intending to do so, and with the most honest and sincere 
motives imaginable. 


If the county contains a large city there is in addition 
a third law enforcement agency consisting of the city police 
force, a city prosecuting agency, and frequently municipal 
courts of criminal jurisdiction. Thus it is not unusual to 
find in a single county three separate, unco-ordinated agencies 
for criminal justice, including in each group a magistrate, a 
police officer and the prosecutor. ‘This situation frequently 
produces regrettable conflicts of authority and an overlapping 
jurisdiction with consequent confusion and loss of effort. 
It is amazing, when we consider the lack of co-ordination 
between these officials, that the administration of criminal 
justice is as successful as it is. It is idle to pretend that 
criminal law administration of this kind can be effective. 
Even under a carefully organized, well co-ordinated system 
of police administration, there are bound to be difficulties, 
misunderstandings, jealousies, and where, in addition to these 
defects, there is an absence of responsibility to a common 
head, as well as the lack of clear-cut jurisdiction and a failure 
to secure intelligent, trained officials, the result is bound to 
be, as it has been in many cases of local enforcement, one of 
frightful confusion and pathetic ineffectiveness. 

As between counties, even in the same State, there is 
complete independence; and if there be partial co-operation 
it is on a treaty basis which exists or not, according to the 
personal acquaintances and friendships of the different offi- 
cials. If they wish to co-operate they do; if they do not 
wish to do so they do not; and if they happen to be jealous 
or fearful of each other there may be, not only failure to 
co-operate, but the actual placing of obstacles in the way of 
successful prosecution. In a number of States there have 
been created during recent years various forms of State 
criminal law enforcement agencies such as State police, State 
traffic patrols, State bureaus of investigation and the like. 
Usually these are separately organized and independent of 
each other. 

There are many other duplications of effort too numer- 
ous to mention. In some places excellently functioning police 
department or prosecuting officers or State patrol depart- 
ments have been put in effective operation, but in no State 
so far has there been a complete, intelligent, effective co- 
ordination of the whole system of criminal law administra- 
tion. 

All of this is susceptible of easy remedy so far as the 
law is concerned. It is possible in each one of our States 
to establish a State department of justice, as has recently 
been proposed by the Attorney General’s Conference and by 
the American Bar Association. In fact, such efforts have 
been undertaken recently in a few of our States. The prob- 
lem here involved is not one of constitutional limitations, but 
of securing a sufficient understanding upon the part of the 
people so that there shall be an insistence upon such co-ordi- 
nation and an effective demand: for the proper selection and 
training of officers of the law. ‘The greatest obstacles which 
stand in the way are the jealousies of office holders and the 
unwarranted privileges of political groups. 

Under effective leadership, these obstacles can be swept 
aside when public interest is sufficiently aroused and main- 
tained. 

As the problem of crime has become one of larger ter- 
ritorial scope, and as a tendency has become apparent for 
criminals to organize in gangs operating from one State to 
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another, new difficulties have developed which were prac- 
tically unknown to the people of a few decades ago. This 
problem is one which has Federal implications because of its 
interstate aspects. 

Therefore, one of the most difficult phases of our prob- 
lem has to do with the proper co-ordination of the State 
and Federal agencies. 

In this work, by common consent, the Federal Govern- 
ment must take the initiative. The hopes held out by the 
recent conference on crime look toward effective work in this 
direction. Already the Department of Justice is a clearing 
house for information available to all law-enforcing agencies 
everywhere. Already we are co-operating with nearly 7,000 
contributing police groups in matters of identification, finger- 
printing and statistical data. 


But we must go much further than that. If have long 
visualized the day when the Department of Justice should be 
not only a co-operating agency, but an effective force, stim- 
ulating activity in many quarters. There is no reason why 
our existing School of Instruction should not be amplified 
so that intelligent and serious minded representatives from 
the various State and municipal law enforcement agencies 
may have an opportunity to come to Washington, at certain 
intervals, to study with us and to our mutual advantage, 
these fascinating and important matters which are the com- 
mon concern of all good citizens. Plans for this development 
are being formulated. The recent crime conference endorsed 
this idea. Time and experience will show how far it should 
be carried. The problems are difficult, but I am not in the 
least discouraged. Substantial progress has already been 
achieved, and the future is what we make it. 


Railroad Problems of 1935 


By FREDERICK E. WILLIAMSON, President, New York Central Lines 
Before the Central Railway Club of Buffalo, N. Y., January 10th, 1935. 


WAS very glad indeed when I found I would be able 

to be present at your meeting tonight. The Central 

Railway Club has long been recognized as not only one 
of the oldest, but also one of the most energetic railroad 
organizations of its kind. For years it has played an im- 
portant part in fostering friendship and community of inter- 
ests between the shippers and transportation men of this 
region and this in itself is a service which long ago justified 
its existence, if justification were ever needed. 

I note among my audience, the faces of many old 

friends, acquaintances and fellow workers, some of whom 
I have not seen for a period of years. It is with especial 
pleasure that I extend a greeting to them in particular. 
_ Tam not able to come to Buffalo as often as I would 
like, because my duties take me to many other cities, yet 
this great city of yours, perhaps more than any other, is the 
heart of the New York Central and for it I have a par- 
ticular affection. From it radiate the New York Central's 
chief arteries—the main line westward along the southern 
shore of Lake Erie; our important Michigan Central line 
along the northern shore of the same lake and, eastward, the 
main line to New York and Boston, the West Shore Rail- 
road and important divisions that cover the Niagara Frontier 
territory. Through it pulses the life blood of our traffic. 

Buffalo means much to the New York Central and we 
in turn mean much to Buffalo. In this citv we have been 
an established citizen for almost a century. 

We are one of the city’s chief taxpavers and one of its 
large employers. In 1933, our taxes in the City of Buffalo 
alone amounted to $1,192,342. On our three divisions 
which serve Buffalo and the Niagara Frontier territory, we 
paid in wages approximately $12,000,000. In most years 
our purchases in the Buffalo-Niagara territory are consid- 
erable. In 1930, for example, they amounted to $5,400,000. 
Last year, because of our decreased purchasing power, they 
fell to $1,500,000. 


I recite these figures for one reason only. and that is, to 





show in specific terms not only how important a prosperous 
Buffalo is to the railroad, but how vital a prosperous New 
York Central is to Buffalo. And, when I single out the 
New York Central, I do so merely because of my more 
exact knowledge of it. Its relation in general to Buffalo 
and the Niagara Frontier is illustrative of that of all the 
railroads that enter this territoy. Our interests are inter- 
twined with those of Buffalo and whatever hurts us, in the 
end is sure to hurt your community. This inter-dependence 
of the railroads and the local units in the territory they serve 
is something which I think might well be emphasized and 
appreciated more strongly than it is. 


In a gathering such as this, composed largely of railroad 
men and of shippers, I hesitate to talk shop, but the situation 
that faces the railroads today is so critical that a brief sur- 
vey of some aspects of the situation seems to justify itself. 
In recent years, one of the most frequent charges made 
against the railroads as a whole has been the assertion that 
they are overcapitalized and are suffering the disabilities that 
inevitably flow from such a condition. Those familiar with 
the facts knew that this charge was untrue, but undoubtedl\ 
it has found considerable credence in the popular mind. Re- 
cently the Federal Co-ordinator knocked the foundations 
from under it in a speech he made in Chicago, in which he 
said—I quote Mr. Eastman: 


“T find that many people, when told that the railroads 
are heavily burdened with debt, jump to the conclusion 
that they are overcapitalized and that the interest on the 
debt is an extortionate charge on the public served. Some 
of the railroads are overcapitalized, but the investigations 
of the Interstate Commerce Commission have demonstrated 
that in the aggregate the outstanding capitalization is con- 
siderably below the probable original cost of the properties 
and also below their rate-making value. The latter figure 
must not, of course, be confused with commercial or actual 
value. Rate-making value is the figure on which the rail- 
roads are entitled under the Constitution to earn a return 
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if they can; commercial value is the market judgment of 
what they are worth based on actual present and prospec- 
tive earnings, and like all such appraisals is a highly fluc- 
tuating figure. 

“Nor is the interest rate high on the railroad debt. 
| have seen an analysis of railroad bonds still paying in- 
terest and having a par value of $8,263,160,686. This 
shows that 43 per cent of the total pays 4 per cent or less 
and 89 per cent pays 5 per cent or less. The average 
interest rate is about 414 per cent. Only a few railroads 
are paying dividends, more than a billion and a half of 
bonds are in default, and the interest which is still being 
paid is at a relatively low average rate. It is impossible 
to support a claim that an extortionate return, or anything 
approaching such a return, is now being exacted on the 
money which has gone into the railroads.” 


‘These sentences I have just read are sufficiently ex- 
plicit and come from such a high and impartial source that 
they should do a great deal to convince the country of the 
absurdity of these charges. As a matter of fact, the debt 
situation of the railroads at the end of 1933 was better 
than it was in 1920. For, in those 13 years stock and funded 
debt were increased by $2,559,600,000, whereas net invest- 
ment in road and equipment and other investments was in- 
creased by a total of $7,505,000,000. Certainly no recent 
infusion of water in the capital structure is indicated by 
these figures. 


The Co-ordinator recently announced that he would 
recommend to Congress adequate public regulation of all 
important forms of transportation on terms as equal as they 
can be made, considering differences in conditions. All should 
he regulated, he says, or none should be regulated and the 
latter proposition he terms unthinkable, pointing out that 
responsible operators of transportation properties, knowing 
it will not work, are not urging it. He recognizes that regu- 
lation will be not only for the protection of the public, but 
also to insure the welfare of each individual form of trans- 
portation. In his own words: 

“Shippers, travelers, labor, investors, and the general 
public also need it as a protection against gross waste, un- 
known, unstaple, undependable and discriminatory rates. 
financially irresponsible operators, uncertain and unsafe 
service, unsound labor conditions, and a general financial 
demoralization which always reacts against those who use 
transportation as well as against those who invest in it.” 


All this is sound thinking and expresses strikingly the 
attitude taken by the railroads with regard to this matter on 
which early action is so imperative. The railroads so many 
times have stated their position with regard to other forms 
of transportation that it would seem it should be clear to the 
country, yet every week we hear the charge made that rail- 
roads in urging federal regulation of interstate commerce 
by buses and trucks have as their sole objective the obtain- 
ing of an unfair advantage over these competitors. _ The 
truth is exactly the reverse. The railroads seek only to be 
put on an equality with the unfair competition now offered 
hy various government subsidized means of transportation. 
‘They seek no special favors and will be content to let the 
public make its choice between the various transportation 
agencies on the basis of convenience, service and rates, once 
these agencies are put on a plane fair to each one of them. 

I have mentioned that a prosperous Buffalo and a pros- 


perous railroad, and that means all the railroads serving the 
Niagara Frontier territory, are two halves of the same 
circle. 

Thus it is that I have noted with satisfaction the 
spirited opposition offered to the St. Lawrence waterway 
project by your Chamber of Commerce and other organiza- 
tions here in Buffalo. The fight is still on, although the 
proponents of this tremendously costly, speculative enterprise 
have recently shifted their emphasis to the power phase of the 
project and say little of the shipway feature on which they 
have laid so much stress heretofore. I do not intend to 
discuss this subject in more than a word or two, but I do 
wish to point out that regardless of whether the emphasis 
be laid on the shipway or the power angle, the net results 
to the railroads of the east and the middle west and to the 
railroad men employed on them, will be just as disastrous in 
either case. In the end, construction of the shipway, whether 
primarily for power or as a deepened waterway, would be 
a potent contribution toward breaking down the present rail 
transportation system. Moreover, the railroads would be 
among the chief taxpayers who would have to supply the 
hundreds of millions necessary to subsidize this enterprise, 
which eventually would eliminate thousands of men from 
railroad service. The record shows clearly that the net re- 
sult of waterway projects so far in this country has always 
been an increase in government costs and resultant taxation 
upon the people and there is no reason to believe the St. 
lawrence shipway would be an exception. 

Last year, the people of the United States paid more 
than $9,000,000,000 in taxes, more money than they spent 
for food, clothing or any other single item, including automo- 
hiles. Some estimates indicate that taxes took more than 
twenty percent of the national income. Government pay- 
rolls are growing daily and we seem rapidly to be drifting 
into a situation whereby, if continued, one-half the popula- 
tion is going to police the other half, with a constant diminu- 
tion in productive endeavor of wealth. 

The St. Lawrence Waterway will add measurably to 
the tax burden and this at a time when it is rapidly becom- 
ing unbearable. If this is progress, I do not recognize it. 
But let us turn now to pleasanter topics. 


The past year or two have been notable for the rather 
remarkable visible evidences of advances by the railroads in 
their particular branch of transportation, in this country as 
well as abroad. Despite the depression, the art of railroad- 
ing has gone forward with great strides. Several new light- 
weight cars built of recently developed alloys and other 
metals have been presented in the freight field and in the 
passenger branch high speed streamlined trains of various 
types powered by diesel or other units have been built. A 
milk tank trailer car, coordinating rail and highway trans- 
portation, was exhibited recently. 

All this has captured the popular imagination and 
rightly so. A renaissance of railroading seems in sight. At 
the same time, it appears to me desirable to sound a warning 
lest public expectations be aroused to an extent that disap- 
pointment must inevitably follow. In a plant as huge as a 
railroad radical changes cannot be made overnight. It must 
he a gradual process of evolution within the limitations fixed 
by existing investment and immediate financial ability, as 
well as a reasonable experience in operation of new type 
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equipment. For example, with the spotlight playing at the 
moment on the newest internal combustion engines, there are 
no doubt a great many men of ability and intelligence who 
at the moment believe that the day of steam power on the 
railroads will rapidly pass. I venture an opinion that they 
are in error. ‘Twenty-five years ago, many persons thought 
that electricity would supplant steam, but the latter still is 
dominant. ‘Though admittedly the steam power plant is 
relatively inefficient, the mere fact that, despite every new 
invention, it has survived for a hundred years, is an indica- 
tion that fundamentally it must have certain desirable quali- 
ties that make for permanence. It was steam that made 
possible the development of the modern railroad, a trans- 
portation machine more responsible for our civilization today 
than any other single mechanical instrumentality. 

Yet today it is not uncommon to hear the railroads 
charged with being backward and unprogressive, particu- 
larly with regard to the speed of our passenger trains. If 
these same critics, however, had had the responsibility of 
providing safe and dependable transportation over the years, 
it is almost certain that they would have followed a course 
similar to that taken by the railroad managers up to the 
present. One frequently hears references to high speeds 
attained many years ago. It is true that speeds exceeding 
100 miles an hour for a short stretch have been made under 
special conditions, but to provide fast runs under special con- 
ditions has not been the province of the railroad managers 
in their daily work. ‘Their task has been to provide de- 
pendable transportation, with maximum degree of safety and 
comfort day in and day out, regardless of weather. Pas- 
senger speeds have been geared primarily to this factor of 
safety and the results that have been produced by this course 
are evident in the railroads’ safety records in recent years, 
records unapproached by any other means of transportation. 


In 1932, although 478,800,122 passengers were car- 
ried, only a single one was killed in the United States in a 
train accident. On the New York Central Lines, for exam- 
ple, no passenger has been killed in a train accident since 
1927. These records have been made despite a steady ad- 
vance in passenger train speeds, until now speeds of 70 miles 
or more, with trains of a thousand tons or more, are daily 
accomplishments. But these higher speeds have come only 
with other factors that make for safety, stronger bridges, 
heavier rail, better roadbed and improved signalling. In 
bringing them about the railroads have never forgotten to 
remember, first and all the time, that human lives were at 
stake. Think back only 20 or 30 years ago and you will 
recall that the wooden passenger car was commonplace; to- 
day, it is practically outlawed and the heavier steel car—the 
safer car—is found everywhere, even though it is much more 
costly. 


Increased speeds in the future will be governed by this 
same factor of safety that has been the controlling thought 
back of the advance already made. It is probable that fur- 
ther increases in speed can soon be made under proper con- 
ditions. I know I speak for the railroads of the country 
when I say they will come only when and where they can be 
made with maximum safety. 


Each new development in power plants on wheels, such 


as the present improved diesel engines, undoubtedly will find 
a place in the railroad transportation picture, but this does 





not mean that existing power plants must necessarily be 
scrapped in the near future. 

I think every railroad manager in America is watching 
with appreciation and sympathy the rapid progress being 
made by power plants burning fuels other than coal. | 
know that we of the New York Central cannot be accused 
of lack of appreciation, because today we have 45 diesel en- 
gined locomotives—more than any other railroad in the 
world. As a matter of fact, the New York Central was the 
American pioneer in employing diesel engines, for we built 
the first diesel-engined locomotives for road passenger ser- 
vice, for road freight service and for switching service that 
were constructed in this country. 

At the same time, while we were fostering the develop- 
ment of these diesel locomotives we were playing a larger part 
in the development of steam locomotives, as exemplified in 
our Hudson passenger locomotives and Mohawk and other 
types of freight locomotives. We have just streamlined, as 
an experiment, one of our latest Hudson locomotives and if 
the present tests of this locomotive produce favorable results, 
we probably will streamline others. In doing this, we are 
adopting what we consider a logical procedure, inasmuch as 
we are getting from a $100,000 power plant, which we al- 
ready own, certain benefits which are offered otherwise only 
by new power plants of lesser horsepower that cost several 
times this amount. Wind tunnel tests indicate that the 
streamlining of our new locomotive will cut head air re- 
sistance approximately 35 percent at high speeds, as well as 
have a number of other beneficial features, such as additional 
protection of cylinders and auxiliary apparatus and pipes 
from freezing temperatures. 

In other words, we are attempting to get the utmost in 
value and service from our existing power plant, while at 
the same time watching with sympathetic interest the experi- 
ments being made by a number of other roads with engines 
of other types of power. I have no doubt that as experi- 
ence proves the efficiency and economy of these types of 
power they will be utilized to an increasing extent on the 
principal railroads of the country for providing at least 
portion of their service. I still believe, however, that steam 
can continue to offer as much travel comfort, luxury and 
safety as any other means of transportation, together with 
speeds as high as the ordinary traveler would care to have. 
As most of you know, speed on our eastern roads today is 
limited, not so much by the existing locomotives, which have 
a top speed that is certainly over 100 miles an hour, as by 
the density of traffic, the ever growing number of grade 
crossings—there are 227 between Buffalo and New York 
City, for example—the large number of towns and cities 
through which we have to operate at lowered speeds and 
certain physical characteristics. I think it is reasonable to 
say that in the near future, the railroads will utilize all 
proven forms of power, but this does not mean that steam 
will be wholly supplanted. 

So far as the railroad future as a whole is concerned | 
am an optimist. ‘This is an age of experimentation and re- 
alignment in the transportation field. I venture, however, 
to say that at no time within the experience of my hearers 
have the railroads been more alert to their responsibilities 
and, likewise, to their opportunities. They face the future 
with confidence and they view that future as one of increas- 
ingly vital service to the public. 








278 


Vital Speeches of the Day 


i. Se ae 


[Vol. I; No. 9 





“The Teacher and the Public” 


By Dr. JOHN DEWEY, Professor Emeritus of Philosophy of Columbia University 
Delivered in the WEVD University of the Air, Wednesday, January 16th, 19335. 


HO is a worker? Are teachers workers? Do 

workers have common ties to unite them? Should 

these ties be expressed in action? These are some 
of the questions I want to discuss with you for a few mo- 
ments this evening. 

Who is a worker? I answer this question by saying 
that all who engage in productive activity are workers. 
It is customary to speak of a certain class of criminals 
as “second-story workers”. The appellation is obviously 
humorous, and so it is when we speak of one person “work- 
ing’ another to get something out of him. Not every form 
of activity, even if it brings in some return to the person 
engaged in it, is work. It is work only when it is produc- 
tive of things that are of value to others, and of value not 
simply in a particular case but when that kind of activity, 
is generally of service. ‘Those who live upon the work of 
others without rendering a return are parasites of one kind 
or another. The man who lives upon interest, dividends 
or rent is, so far as that includes what he does, a parasite. 
‘There is something intellectually and morally, as well as 
economically, topsy-turvy when honor, esteem and admira- 
tion go to a section of society because its members are re- 
lieved from the necessity of work. To believe otherwise 
is to believe that those who subtract from the real wealth 
of society instead of adding to it are the highest type. Every- 
body assents to this statement in practice, but in fact the 
attention given in this country to the rich just because they 
are rich, proves that we do not live up to our theoretical 
belief. 

Are teachers workers? The basis for answering this 
question has been given. Are they engaged in productive 
activity? Are only those persons who turn out material 
products producers ? 

Physicians who maintain the health of the community 
are certainly producers of a fundamental social good. The 
business of the teacher is to produce a higher standard of 
intelligence in the community, and the object of the public 
school system is to make as large as possible the number of 
those who possess this intelligence. Skill, ability to act 
wisely and effectively in a great variety of occupations and 
situations, is a sign and a criterion of a degree of civiliza- 
tion that a society has reached. It is the business of teachers 
to help in producing the many, many kinds of skill needed 
in contemporary life. If teachers are up to their work, they 
also aid in production of character, and I hope I do not 
need to say anything about the social value of character. 

Are teachers producers, workers? If intelligence, skill 
and character are social goods, the question answers itself. 
What is really important is to see how the production of 
material things depends finally upon production of intel- 
lectual and moral goods. I do not mean that material pro- 
duction depends upon these things in quantity alone, though 
that is true. The quality of material production depends 
also upon moral and intellectual production. What is equally 





true and finally even more important is that the distribution 
and consumption of material goods depends also upon the 
intellectual and moral level that prevails. I do not need 
to remind you that we have in this country all the means 
necessary for production of material goods in sufficient quan- 
tity, and also, in spite of the low grade often produced be- 
cause of desire for profit, that we have all the resources, 
natural and technical, for production of sufficient quantities 
of good quality. Nevertheless, we all know without my tell- 
ing you that millions have no work, no security and no op- 
portunity either to produce or to enjoy what is produced. 
Ultimately, the state of affairs goes back to lack of sufficient 
production of intelligence, skill and character. 

Why do I say these things which are, or should be, 
commonplace? I say them because of their bearing on the 
third question I raised. Do teachers as workers, as pro- 
ducers of one special kind of goods, have close and necessary 
ties with other workers, and if they do, how shall these ties 
he made effective in action? 

Some of the facts that indicate the answer to these 
questions are found in the fact that schools and teachers. 
education generally, have been one of the chief sufferers from 
that vast industrial and economic dislocation we call the de- 
pression. Salary or wage cuts are almost universal; multi- 
tudes of schools have been closed. Classes have been en- 
larged, reducing the capacity of teachers to do their work. 
Kindergartens and classes for the handicapped have been 
lopped off. Studies that are indispensable for the produc- 
tion of the skill and intelligence that society needs have been 
eliminated. The numbet of the employed has been in- 
creased in consequence, and the mass consuming power 
necessary for recovery has been contracted. But along with 
these consequences, there has been ‘a greater injury. The 
productive work that is the special business of teachers has 
been greatly impaired, and impaired at just the time when 
its products of intelligence, skill and character are most 
needed. 

The cause is well known. It is in part the inability 
of large numbers to pay taxes, combined, however, with the 
desire of those able to pay taxes to escape what they regard 
as a burden. In other words, it is due to the depression 
on one side and on the other side to the control exercised 
by the small class that represents the more parasitical section 
of the community and nation, those who live upon rent, in- 
terest and dividends. If something striking, striking home, 
was necessary to demonstrate to teachers that they are work- 
ers in the same sense in which farmers, factory emplovees, 
clerks, engineers, etc., are workers, that demonstration has 
been provided. The same causes that have created the 
troubles of one group have created those of the other group. 
Teachers are in the same boat with manual, white collar 
workers, and farmers. Whatever affects the power of the 


latter to produce, affects the power of teachers to do their 
By the same token whatever measures will improve 


work. 
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the security and opportunity of one, will do the same thing 
for the other. In both the causes that produce the trouble 
and the remedies that will better and prevent the recurrence, 
teachers are bound by necessity to workers in all fields. 
Teachers have been slow to recognize this fact. They 
have felt that the character of thier work gave them a special 
position, marked off from that of the persons who work with 
their hands. In spite of the fact that the great mass of their 
pupils come from those who work with their hands on farms, 
in shops and factories, they have maintained an aloof atti- 
tude toward the primary economic and political interests of 
the latter. I do not need to go into the causes of this atti- 
tude that has been so general. One phase of it, however, 
is definitely related to my main topic. I have said that the 
business of the teachers is to produce the goods of character, 
intelligence and skill. I have also said that our present 
situation shows and is proof of lack of these goods in our 
present society. Is not this fact a proof, it may be asked, 
of a widespread failure of teachers to accomplish their task? 
The frank answer to this question is, Yes. But 
neither the question nor the answer gives the cause of the 
failure. The cause goes back to the excessive control of 
legislation and administration exercised by the small and 
powerful class that is economically privileged. Position, 
promotion, security of the tenure of teachers has depended 
largely upon conformity with the desires and plans of this 
class. Even now teachers who show independence of thought 
and willingness to have fair discussion of social and economic 





questions in school are being dismissed, and there is a move- 
ment, sponsored by men of wealth to label (bolsheviks, reds, 
and subversives) all those who wish to develop a higher 
standard of economic intelligence in the community. 

This fact brings me to the answer of the last question 
asked. If teachers are workers who are bound in common 
ties with all other workers, what action do they need to 
take? The answer is short and inclusive. Ally themselves 
with their friends against their common foe, the privileged 
class, and in the alliance develop the character, skill and in- 
telligence that are necessary to make a democratic social or- 
der a fact. I might have taken for my text the preamble of 
the resolutions passed at the last annual meeting by the na- 
tional American Federation of Teachers. A part of it reads 
as follows: “We believe that the teacher is one of the most 
highly productive of workers, and that the best interests of 
the schools and of the people demand an intimate contact and 
an effective cooperation between the teachers and the other 
workers of the community—upon whom the future of de- 
mocracy must depend.” 


In union is strength, and without the strength of union 
and united effort, the state of servility, of undemocratic ad- 
ministration, adherence to tradition, and unresponsiveness to 
the needs of the community, that are also pointed out in the 
same document, will persist. And in the degree in which 
they continue, teachers will of necessity fail in the special 
kind of productive work that is entrusted to them. 
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from many groups, each seeking to get from the 
Government and from the rest of the country some- 
thing of special advantage to itself. Any one group, if it 
alone could get what it wanted, might better its position, 
but, when many groups all succeed in getting what they 
want, each at the expense of the rest of the country, diffi- 
culties obviously arise for all of them. We are going to 
solve our economic problems, instead of merely deferring 
them, only if we can see the whole country, and the inter- 
relations of the various elements of the country, and only 
if we can see the country’s interrelations with the rest of 
the world. So it is that I venture to ask the sympathetic 
attention of the Boston Chamber of Commerce for the prob- 
lems of agriculture, which, seen in proper perspective, will 
turn out to be not only the problems of agriculture, I think, 
but the problems of manufacturing and mining and trans- 
portation and shipping and commerce and finance and labor 
as well. 
The framers of the Agricultural Adjustment Admini- 


W ASHINGTON is today subject to terrific pressure 


stration, commonly known as the A.A.A., have ‘seen that 
there is a problem of national balance, that, relative to manu- 
facturing, agriculture is overexpanded in this country unless 
it can get its export market back, and that it is necessary to 
restore this balance in one way or another. The Secretary 
of Agriculture, Mr. Wallace, has himself stated this with 
great clarity. If we do not restore the export market for 
agricultural products, he says that we must retire from cul- 
tivation something like a hundred million acres of our land. 
He personally leans toward the solution of. lowering the 
tariffs, so as to permit the import of diversified manufactures. 
which would enable foreign countries to buy and pay for 
our surplus agricultural crops at good prices. But he sees 
great political difficulties in the way of the adequate restora- 
tion of the export market, and thinks that a compromise, 
involving the retirement of a much smaller number of acres, 
may prove to be the solution. 

There is an interesting history behind this. Faced with 
the problem of unsatisfactory export markets because of our 
unwillingness to receive imported goods, feeling that the 
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protective tariff on manufactures imposed a burden on the 
farmers, the political leaders of the farmers have devised and 
proposed various ingenious schemes for making a counter- 
weight for the tariff. Among these was the McNary- 
Haugen Bill, which was vigorously pressed in 1924. The 
plan involved high tariffs on agricultural goods. But tariffs 
on commodities which we produce in excess of our domestic 
consumption are ineffective. Tariffs are effective only in so 
far as they keep goods out of the country, and, if you al- 
ready have too many inside, the tariff has no effect. The 
idea of the McNary-Haugen Bill was to make the tariff on 
agricultural products effective by forcing out of the country 
the necessary volume of exports of agricultural products, 
lumping them abroad for what they would bring, and 
preventing their return by the high tariff, and to make up 
the losses on the portion of the crop that was exported by 
some kind of tax on the total production. But it was con- 
tended that the farmer would gain so much more by the 
higher price at home that he could afford to stand the loss 
on the part exported. 

Insuperable difficulties of administration being left to 
one side, there are many difficulties in the theory of the 
McNary-Haugen Bill. One difficulty is that, if the plan 
worked and the farmers got an increased price as a result 
of it, the effect would be to lead to an increase in agri- 
cultural production, with an increased surplus to export next 
vear and a greater increased surplus the following year, and 
there is the further difficulty that foreign countries would 


resent the dumping and would, in one or another way, pre- ° 


vent it. 

The McNary-Haugen Bill was not passed. This was 
partly because the adverse criticism was very vigorous and 
effective. Even more important, however, was the great 
revival of foreign loans which came in the second half of 
1924. This was partly a result of the Dawes Plan, which. 
restored confidence in Germany and in Europe, and partly 
a result of the immense move toward cheap money and bank 
expansion which grew out of the Federal Reserve policy in 
the years 1924-27. New foreign security issues in our 
market, which had amounted to only 267 millions in 1923, 
jumped to a billion and 47 millions in 1924, the great bulk 
coming in the second half of that year. They amounted 
to $1,078,000,000 in 1925, $1,145.000,000 in 1926, 
$1,562,000,000 in 1927 and $1,319,000.000 in 1928. These 
foreign loans made a great counterweight to the tariff while 
they lasted, giving the foreigner the necessary dollars with 
which to buy our agricultural goods in adequate amount and 
maintaining, precariously to be sure, both the export trade 
in farm products and the balance between agriculture and 
manufacturing in the United States. 

With the collapse of foreign loans in 1931 and 1932 
came the collapse in farm prices, the collapse in the buying 
power of agriculture and the manifest unbalance on a great 
scale between agriculture on the one hand, and manufactur- 
ing on the other. Simultaneously, there came from the farm 
leaders the revival of political proposals of ingenious devices 
for an artificial restoration of the balance between agriculture 
and manufacturing. 

The framers of the McNary-Haugen Bill hadn’t 
thought the thing through. The farm leaders tried again, 
seeking always to find a counterweight to the tariff on manu- 








factures, instead of seeking to get that tariff down. New 
ideas began to grow, and in 1932 we began to hear a good 
deal of talk about the “domestic allotment plan,” which is 
one element, though not the only element, in the present 
Agricultural Adjustment scheme. This plan avoided, in 
principle, one of the great defects of the McNary-Haugen 
plan, because it did recognize that a rise in agricultural 
prices would be self-defeating if it encouraged further pro- 
duction, and that a really dependable rise in price must rest 
either on increased demand or on reduced production. Un- 
like the McNary-Haugen Bill, which had proposed that 
whatever costs were involved should be paid by the farmers 
themselves, this plan proposed a tax, designed ultimately to 
te borne by the city consumers, which should provide the 
funds to pay farmers for retiring part of their lands. This 
is the so-called “processing tax,” a tax paid by the miller or 
the packer or the cotton spinner or other processor of the 
specified agricultural product, which he was supposed to be 
able to pass on to the consumer, but which he has, in prac- 
tice, very frequently had to take, in large part, out of the 
price paid to the farmer, because he could not pass it on to 
the consumer. 

But this plan again did not think the thing through. 
Granted its success, granted the retirement of the land, 
granted the reduction of the crop to what we can consume 
in this country, there still remains the appalling problem of 
the farm population of the United States. What will the 
plan do with the surplus people? Crop curtailment does not 
involve merely the abandonment of land. Crop curtailment 
involves also the abandonment of farm labor, and the shift- 
ing of population from the farm—where? If we abandon 
the export market, if we cease to produce agricultural prod- 
ucts in accustomed volume, what are we to do with the 
people? 

In principle, they can be shifted to those industries 
whose products we can consume at home. We can shift 
them to producing domestic products. We can shift them, 
above all, to manufacturing, and restore the balance be- 
tween agriculture and manufacturing by a great increase in 


our manufactured goods, with our factory labor drawn from 
the farms. 


I wonder whether those who oppose the reduction of 
the tariffs and an increase in imports of foreign manufactures 
on the ground that American factory labor would suffer 
thereby, are of the opinion that American factory labor 
would suffer less through the competition of some millions of 
our farmers coming to the cities and seeking factory jobs? I 
am wondering whether, if we look at the picture as a whole, 
it might not seem very much simpler and better to admit an 
adequate volume of foreign manufactures to pay for the 
exports of our farm products, to keep the farmers on the 
land producing agricultural products at good prices and buy- 
ing, as a result, a greatly increased volume of manufactured 
goods? 

One great product, cotton, is particularly obstinate from 
the standpoint of either the McNary-Haugen theory or the 
domestic allotment plan. Our normal export of cotton is 
55 to 60 per cent of the total crop. It was obvious, under 
the criticisms made of the McNary-Haugen Bill, that: that 
plan could be of no benefit to cotton producers, because they 
could not make up enough on the 40 to 45 per cent sold at 
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home to offset the losses on the 55 to 60 per cent dumped 
on an unsatisfactory export market. If we are to continue 
the domestic allotment plan, and carry through the general 
programme of reducing agricultural production to domest‘c 
requirements, a gigantic population problem looms up. 
Above all, what are we to do with the negro labor in the 
cotton-growing South, if we take away its occupation? 
Where can it go? What Northern State wants it? What 
labor group in a manufacturing center will welcome its com- 
petition? Why should we create an immense social and 
political problem by disturbing and uprooting these people? 

It is only fair, in discussing this farm restriction move- 
ment, to say that many of its proponents have looked upon 
it as a temporary thing, designed to eliminate or to minimize 
the farm surplus problem during the year or two that they 
felt might be required to solve the export problem and to 
get the farm market in foreign countries restored. In the 
case of negro labor in the cotton growing South, for ex- 
ample, some of them have hoped that, for a season or two 
at least, this labor might be taken care of by the planters, 
who would have an interest in keeping their labor force to- 
gether and who would still have something of the patriarchal 
sentiment carried over from earlier days. 

Both the President of the United States and the Secre- 
tary of Agriculture have given us evidence enough, I think, 
in their view, the programme of restricting agricultural pro- 
duction is a temporary thing, and an emergency thing, de- 
signed to tide over the period while we are getting our ex- 
port trade restored. The President was very explicit about 
this in his Topeka speech in 1932, when he said: 


“The Democratic tariff policy consists, in large meas- 
ure, of negotiating agreements with individual countries, 
permitting them to sell goods to us, in return for which 
they will let us sell to them goods and crops which we 
produce. An effective application of this principle will 
restore the flow of international trade; and the first result 
of that flow will be to assist substantially the American 
farmer in disposing of his surplus. J? is recognized, how- 
ever, that to take up the slack until international trade is 
sufficiently restored we must devise means to provide for 
the farmer a benefit which will give him, in the shortest 
possible time, the equivalent of what the protected manu- 
facturer gets from the tariff.” (Italics mine). 


And the Secretary of Agriculture has indicated clearly 
enough his desire to get away from the agricultural restric- 
tions as rapidly as the development of an export market will 
permit—and has labored valiantly in the effort to bring the 
situation before the people of the country. I am far less 
concerned in this address with raising questions regarding 
the temporary emergency policy of the Department of Agri- 
culture than I am with promoting the efforts of the Secretary 
of State, the Secretary of Agriculture, the Secretary of Com- 
merce and the President himself in bringing about the re- 
storation of foreign trade. 


The proponents of the crop restriction plan who look 
on it as permanent and who are prepared to make this drastic 
retirement of land and the drastic shifting of population 
which a permanent programme of this sort involves could, 
I suppose, look with equanimity upon another development 
which seems very ominous to students of the cotton situation. 
I refer to the growing substitution, in the cotton mills in the 

















































outside world, of foreign grown cotton and synthetic fibres 
for cotton grown in the United States. 

If we are to restrict our cotton output and to raise our 
cotton price artificially instead of seeking to restore a good 
world cotton market, these tendencies will be accelerated. 
The world prefers American cotton. The cotton spinning 
machinery in many of the best producing regions has been 
adjusted to American cotton. If we let these tendencies go 
so far that the machinery is readjusted, it may be very diffi- 
cult indeed to get that market back. Some of the proponents 
of this plan, who have looked upon it as temporary, as merely 
an emergency matter covering the period during which we 
would be restoring a good world market for our cotton, have 
felt that we could stand the restriction for a time. We could 
prevent the price from rising unduly because of the large 
surplus of American cotton, and we could, for a season, make 
our cotton effectively competitive in the world’s markets and 
prevent an undue substitution of foreign cotton for Amer- 
ican cotton in the outside world. But these ideas are reason- 
able only if progress is made very rapidly toward restoring 
the export market. Every additional month’s delay means a 
more acute problem as regards (a) the labor in the Southern 
cotton fields, and as regards (b) the tendency to increase 
cotton production in the world outside. 

With respect to the current impressive check to our ex- 
port trade in cotton (during the current crop year, August 1, 
1934 to December 28, 1934, we have exported only 
2,353,000 bales as against 4,053,000 in 1933 and 4,058,000 
in 1932 for the same period) it is proper to say that not all 
of this can be attributed to the tariffs or to the domestic 
allotment plan or to the Bankhead Bill. Part of it is due 
to yet another factor, namely, the pegging of the price of 
cotton by the 12 cent loans on cotton. One of the best 
authorities in the cotton trade expresses the opinion that if 
this last factor had not been added, and if the price of cot- 
ton had been left to find its natural level, cotton would even 
now be moving out of the country in good volume at a price 
between 10%4 and 10% cents. With the pegging of the 
price, American cotton is moving very slowly, and the devel- 
opment of foreign cotton production and of synthetic sub- 
stitutes for cotton is moving with great rapidity. Moreover, 
as a result of this policy, the cotton trade expects, by the end 
of the crop year, that the Government will own, directly or 
in effect, from five to seven million bales of cotton. 

There is one startling and dramatic aspect of this par- 
ticular feature of our agricultural programme—not essential 
to it and indeed contradicting the original philosophy of the 
domestic allotment plan, which called for a natural price— 
to which I wish to call attention. The outside country 
which is expanding cotton production most rapidly is Brazil. 
Information as to the extent of this is not the same from 
all sources, but the cotton trade is taking it very seriously 
in Texas, in New York, and in Liverpool. We thought we 
had learned something from Brazil in past years. Brazil had 
tried to valorize coffee by arranging loans to hold her coffee 
off the market. One of the consequences of this was that 
the production of coffee expanded in countries outside of 
Brazil, notably Colombia. It would be indeed a remarkable 
reversal of things if we, taking over Brazil’s valorization 
policy, should, in exchange, present to Brazil a substantial 
part of our foreign cotton market! 
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Cotton is the extreme case. In the case of cotton, the 
principles are thrown into bold relief because we actually 
must export more than half the crop if things are to go 
right. But we must also export 40 per cent of our tobacco, 
and 40 per cent of our lard, and high percentages of other 
crops. 

Not even these percentages tell the story, however. For 
particular parts of the country the percentages are very 
much higher. ‘Thus the grain men and bankers of Seattle 
tell me that two-thirds of the wheat of the Pacific North- 
west is export wheat, and that things do not go right with 
them unless they export to foreign countries this percentage. 
It is export wheat, a kind of wheat for which the normal 
demand is in foreign countries. It is easy and cheap to 
send it out by ships. It is not economical to send it across 
the mountains. The percentage of Texas cotton which 
normally goes to foreign countries is much higher than the 
percentage for the country as a whole. The percentage of 
bright tobacco in Virginia, for which the normal and nat- 
ural market is in foreign countries, is very much higher than 
that for tobacco as a whole in the United States. Great 
disorder comes to particular regions when the export market 
is interfered with. 

I have no disposition to criticize the Agricultural Ad- 
iustment Administration for their failure to forecast the 
terrible drought of 1934, which has, of course, intensified 
their difficulties. Weather forecasting is not an exact science, 
and they could not make rational plans on any other assump- 
tion than that the weather would be normal. But I do want 
to draw some object lessons from the drought regarding this 
whole world scheme of making each country economically 
self-sufficing. Droughts do occur, and floods and devasta- 
tions of insects and other pests, and superabundant harvests 
do occur in ways that cannot be forecast. In a world where 
the lines of trade are open, scarcities in one country can be 
offset by abundance in another country, and the peoples of 
the world can be fed and the superabundant harvests can 
move to the places where there are scarcities. World agri- 
culture is far steadier than the agriculture of any single 
country. This is true for agricultural production as a whole 
and it is very especially true for particular types of agri- 
cultural production. National planning, so-called, is more 
difficult in agriculture than in any other economic field, be- 
cause of the hazards of wide variations in weather condi- 
tions, in rainfall and in the incidence of pests and blights. 

But national planning, so-called, is far more difficult in 
agriculture than in any other field for another reason. The 
farmer is an individualist to a degree that few other men 
are. ‘he farmer is more restive under constraint and co- 
ercion than any other element of our population. The unit 
of production in agriculture is small, and I think that the 
best opinion among students of agriculture is that the most 
efficient unit of production in agriculture is relatively small 
—not the great mechanized farm, run by a corporation with 
a business head, not the farm of 80 acres, which is probably 
too small for extensive cultivation of the American type, but 
rather the farm, let us say, 160 to 640 acres, run by a 
family with some hired labor and with modern farm ma- 
chinery and equipment—I am thinking here, not of the 
truck farms in the neighborhood of a great city, but rather 
of the Mississippi Valley. There are many millions of inde- 











pendent farms and there are many millions of independent 
farmers. ‘They have been accustomed to going their own 
way, seeking what knowledge they can get from market 
prices, from government reports, from crop reports, and the 
like, but making their own decisions as to whether they will 
plant corn or wheat or put the land into alfalfa or clover, 
whether they will have more or less livestock, and what kinds 
of livestock they will have, whether they will do this or 
that. It is not easy to think of this farm population sub- 
mitting to a system under which government agents go about 
and tell them that they may do this and not that, that they 
may do so much of this and no more. It is not easy to 
think of them as being at all content with doing these things 
even when they are paid to do them by the government. 
And heavy are the burdens of the man who must administer 
such a plan! It is not easy to be the driver of this restless 
team! It is far better to give the farmer back his old liber- 
ties and his old export market‘and let him run his own 
affairs—and I think that no man in the country is more 
anxious to accomplish this than the distinguished Secretary 
of Agriculture himself. 

Surely the farmer is right in his feeling that it is 
essentially an immoral thing to plough under the growing 
cotton, and to kill and throw into the river the pigs and the 
brood sows. Granted that we have more pigs and more 
cotton in the country than our population can consume in 
good times when we are well-fed and well-clothed, still it is 
immoral to do it. The world outside it ill-clothed and poorly 
fed and needs our pigs and our cotton, and our farmers and 
their families are inadequately supplied with manufactured 
goods which that outside world would gladly send to them 
in exchange for the cotton and pigs. Why should we de- 
liberately adopt a scheme which lowers the standard of life 
at home and abroad? 

The men who have devised the A.A.A. have seen a real 
problem, the problem of restoring balance between agri- 
culture on the one hand and manufacturing on the other in 
this country. They have seen it as the agricultural problem. 
I see it, with certain enlargements, as the national problem, 
as the problem not only of agriculture, but as the problem 
of manufacturing, mining and agriculture, all three, as the 
heart of the problem of the great depression. To generalize 
it, I would say that it is the problem of unbalance as be- 
tween our export industries and our domestic industries. We 
have grown adjusted to a large export trade, and when that 
export trade is cut to pieces it demoralizes so many of our 
lines of production that our whole system is thrown into 
disorder. But the A.A.A. if viewed as anything but a stop- 
gap, temporary measure, is only the beginning of a long and 
difficult process. It seeks to restore the balance by restricting 
agriculture. But that is only the beginning of the problem 
of readjustment and re-equilibration. ‘The equilibrium will 
not be attained until new work has been found for the people 
displaced from agriculture; and that involves an immense 
shifting, and a cruel and a painful shifting. It will be long 
before a great fraction of our agricultural population can be 
placed at work in the cities, producing things for domestic 
consumption, 

I see the solution of the problem in the restoration of 
our export trade, to make unnecessary further shifting. I 
want to regain our equilibrium with a minimum of further 
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readjustment. I-want to regain our export trade by per- 
mitting a sufficient increase in imports to make unnecessary 
the excessive foreign loans which characterized the period 
in the years frorh 1924 to the smash-up. 

I think this would not involve any considerable shifting 
or readjustment in American manufacturing. I think that 
the gteat increase in general business which would come 
with a satisfactory export market for our agricultural goods 
and raw materials would mean that our domestic market for 
manufactured goods would expand so greatly that our manu- 
facturers, sharing that expanding market with reasonable 
foreign Competition, would produce more goods and sell 
more goods and make more profits than they can possibly 
do under existing conditions. 

But, assuming that certain adjusting and shifting in 
manufacturing is necessary as a result of such a policy, I 
want to raise the question, from the national standpoint, as 
to whether it is easier for agriculture to make a vast readjust- 
ment or for manufacturing to make a readjustment. 

I want to look at this question from two angles, and 
first the angle of consumption. It is easier for us, with 
expanding business and improving business, to consume in- 
creasing amounts of foodstuffs or to consume increasing 
amounts of manufactured goods? The answer here, I think, 
is very simple. The demand for foodstuffs does not increase 
anything like so rapidly as income increases. For caviar, for 
the finer cuts of beef, for out-of-season vegetables and fruits, 
demand can increase a good deal with improving conditions. 
But for potatoes, for wheat, and for the coarser meats, the 
physical limitations of the stomach are definite. We cannot 
in this country consume, under the most favorable con- 
ditions, anything like as much of agricultural products as 
we can produce. 

But, with improving conditions and increasing incomes, 
we can consume vastly more of diversified manufactures and 
especially of the finer types of manufactures. Every house- 
wife in the country wants more conveniences, more beautiful 
things, more artistic things, more of the things that make 
for comfortable and for gracious living, more of the things 
that will make her home attractive, more for her wardrobe, 
finer things for her wardrobe, more and better toys for her 
children, linen and silver for her table, improved equipment 
for her kitchen, washing machines for her laundry, radios 
and innumerable other things not yet devised or invented. 
In this field the potentialities are boundless, if only the 
income is available. By the restoration of balance, we can 
increase our capacity to consume manufactured goods in this 
country on a vast scale, and allowing the importation of a 
wide range of diversified manufactures would restore that 
balance. 

Looking at the matter, therefore, from the standpoint 
of the economic laws of consumption, it is not difficult for 
us to work things out through receiving imports of manu- 
factures. Let us look at it, however, from the side of the 
comparative ease of shifting and readjusting in agriculture 
and in manufacturing. The farmer, leaving his job, also 
leaves his home. His job and his home are together. Farm- 
ing is a way of living as well as a way of making a living. 
The factory worker’s home and job are separate. He can 
change his job without changing his home, or he can move 
even from one city to another by leaving one apartment and 














going to another. 1 do not minimize the difficulty for the 
city worker in this, and | do-not wish to minimize the 
amount of it. But it jis-certainly nothing like so grave a 
problem as the farmer faces if he must abamdon his home 
and his job. ‘The training of the farmer is ‘a far more com- 
plicated thing than the training of the factory worker. With 
modern mechanized production and mass production, with 
the minute subdivision of labor, a few months is usually suf- 
ficient for the mastery of the workman’s factory job. 

The mastery of farming, however, is a matter of many 
years. The farmer is a business man as well as a laborer. 
He must know markets, both on the buying side and on the 
selling side. He must know how to deal with banks. He 
must know soils and seasons. He must know livestocks and 
the feeding of livestock and the diseases of livestock and 
how to deal with them. He must know farm machinery 
and how to keep it in good order. He must know how to 
judge livestock and he must know the particular purposes 
for which one breed has advantages over another—what 
breeds, for example, will take on weight in the form of 
porterhouse and sirloin instead of breast plate. He must 
know fruits and poultry. 

The farmer, moreover, is not a solitary worker. ‘The 
farmer and his family together work the farm. The farm 
and the farm family have grown together. The same family 
would not do so well on another piece of land, the peculiari- 
ties of which they do not know, and into the life of which 
they have not grown. ‘The city worker, shifting from one 
factory to another, or even from one factory town to another, 
is still in a familiar environment. The farmer, however, 
who must shift from country to city, is going into a very 
unfamiliar environment. Why should we retire 100 million 
acres of land and displace millions of our farming people, 
when the way is open through the restoration of the export 
trade to keep them on the land and to restore the balance 
of agriculture and industry? 

As the main solution, therefore, of the farmer's prob- 
lem, | come back to the restoration of the export trade. “The 
full accomplishment of this depends on several elements, 
which I can only enumerate here. They are, (1) reciprocal 
reduction of tariffs, adequate reduction of tariffs, involving, 
not the sweeping away of all protection for manufactures in 
this country, leaving us still moderate protective tariffs, but 
involving such a reduction of a thousand schedules as to 
make possible the importation into this country of a billion 
to perhaps 1200 million dollars of diversified manufactures 
more than we were receiving in 1926 to 1928, when the 
figure was running around 900 millions; (2) the restoration 
of good money, gold money, which international commerce 
will trust, and the stabilization of the exchange rates on the 
only basis which can make for trustworthy exchange stability, 
namely, the adoption of definite gold values for national 
moneys in the important countries. We will do this best 
if we can bring England and other important countries into 
agreement with us in the prompt restoration of gold at 
definite fixed rates. But we can also do it without the con- 
currence of Great Britain, if we restore the full gold stand- 
ard in our own country and let the dollar rather than sterling 
become the main money in which international commerce is 
carried on. (3) We must move toward the settlement of 
the vexatious and unsolved problem of the inter-allied debts, 
through compromise and adjustment of a sort that takes 
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account of national pride and public opinion in other coun- 
tries as well as in the United States, and (4) we must get 
rid of the multitudinous other vexatious interferences with 
foreign commerce, such as quotas and excessive customs 
tees, unreasonable inspection procedure, foreign exchange 
restrictions, and the like. I cannot go into detail in dealing 
with these points here. I attempt to indicate the path, and 
the main lines of procedure. Much of it we could do alone. 
it is better that we should work with the rest of the world 
in bringing it about, if we can. The best economic thought 
af the world has been for a long time pointing out this path. 
‘The political difficulties, due to national fears, but due even 
more to the efforts of special interests within nations, have 
inade grave obstacles. But we must rise above fears and 
special interests and deal with this thing as a great national 
problem. 

Among the fears most widespread in the minds of the 
business community, both in the United States and in not a 
tew other countries, is the fear of Japan as an all-conquering 
power of the export trade, driving all the other nations to 
the consideration of further protective measures. Japan’s 
exports, measured in yen, have, indeed, approximately re- 
turned to the levels of 1925 and 1926, when the monthly 
average was 185,000,000 for 1925 and 164,000,000 for 
1926, or, in gold dollars, 9214 millions per month in 1925 
and 82 millions a month for 1926. But, with the present 
depreciation of the yen, the gold value of Japanese exports, 
measured in old gold dollars, today is only about 30 million 
dollars per month (the monthly average for the first nine 
months of 1934) or at the rate of 360 million dollars, old 
vold value, per year. Exports of the United States, in a 
zood year, with world trade moving vigorously, ran between 
tour and five hundred million dollars per month, or over 
tive billion dollars per year. In this present state of de- 
pressed world trade, the world is being frightened into 
further choking the channels of trade by a volume of 
Japanese exports incredibly small in gold value. 

I do not seek to minimize the irritations and annoy- 
ances which cheap Japanese goods, in small amounts, to be 
sure, but covering many different articles and touching many 
different markets, create. But | do insist that we should 
seck perspective on this matter. Japan is a small country 
with limited resources. She has shown, apparently, a greater 
efficiency than the rest of the world in making use of 
hydraulic pressure in getting goods through the narrow 
channels of international trade. Almost nothing is moving 
in international trade except under hydraulic pressure. Al- 
most nothing is moving except at great price concessions and 
with unusual effort. Distress goods naturally move first, and 
Japan would seem to present a case of a country under heavy 
pressure, selling whatever she can, wherever she can. Dis- 
tress goods can have a very great effect in narrow markets. 





But I do not believe that the solution of this Japanese prob- 
lem is to be found in narrowing the markets still more. I 
do not believe that a country whose total exports have been 
running 30 million old gold dollars a month, at the rate of 
360 old gold dollars per year, should be allowed to frighten 
the rest of the world, whose total foreign commerce even now 
runs high into the billions per year, and whose total foreign 
commerce has, in the past, and should in the future run high 
into the tens of billions’of old gold dollars per year, into 
measures which will still further obstruct international trade. 
Cheap goods and cheap quality goods have very little effect 
on broad and active markets, and the sellers of cheap goods, 
when demand grows strong, themselves are glad to raise their 
prices and to make more profits. The world will take Japan 
much too seriously if it shudders at her, and turns to still 
more restrictive measures. 

In conclusion, I want to emphasize one more vital point, 
namely the connection between our foreign trade policy and 
our monetary policy. When gold alone is free to move 
across international borders in payment of debts, obviously 
there is not enough gold. When goods also can move with 
adequate freedom, so that a country under pressure to pay 
debts can send out goods in increased volume, and so that 
a country needing to purchase goods abroad can pay for 
them with goods, then there is plenty of gold. We have 
seen, during 1934, gold movements of magnitude very closely 
approaching the movement of goods on the import side of 
our foreign commerce. In the first eleven months of the year, 
we imported $1,094,000,000 in gold and only $1,522,000,000 
in goods. This is a very unwholesome sort of situation. 
Gold should be settling small balances only. Goods should 
be doing most of the work. Parts of the world are being 
denuded of gold, while it is piling up in excess here, worse 
than useless to us. 

Here is a point where I think both those who are con- 
cerned about the restoration of the sound gold standard in 
the United States and throughout the world, and those who 
are concerned about getting a commodity price rise through 
the more efficient use of gold, can join hands. If we can 
reopen the channels of international trade to goods, widen 
the markets for goods, and relieve gold of the present abnor- 
mal pressure in making international payments, we can, on 
the one hand, assure the world that it will have plenty of 
gold in which to redeem its paper money, and we can, on 
the other hand, bring about a very impressive rise in com- 
modity prices, both at home and abroad, starting, for each 
country, with those commodities most dependent on foreign 
markets, but spreading in time throughout the general com- 
modity field. Advocates of the gold standard, and advocates 
of the doctrine that commodity prices should rise, should 
alike welcome the restoration of a large, two-sided foreign 
trade. 
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between scientific progress and social instability. The 

physical sciences have produced social changes faster 
than the social sciences have perfected social controls. The 
result has been this race between scientific progress and social 
instability, with instability, for the time being, in the lead. 

Scientific progress has moved countless millions out of 
the ancient shelters in which they had a decent measure of 
economic security, social stability, and spiritual peace, even 
if the life lived there was meager in content and convenience, 
and has left them unsheltered under the storm-swept skies 
of a strange world. In this strange new world, born of 
science, these millions have had a few more gadgets in bath- 
room and basement and there has been a transient lift in 
living standards, when the going has been good, but they 
find even these boons snatched suddenly from them in this 
current phase of economic insecurity, social instability, and 
spiritual confusion. 

The result is that ‘to-day the conquest of insecurity is 
the overshadowing problem both of government and of pri- 
vate enterprise. Neither political councils at Warm Springs 
nor economic councils at White Sulphur Springs can finally 
dodge a forthright facing of this issue. 

The Secretary of Labor, earlier in this series, discussed 
the role of social insurance in the conquest of insecurity. 
We are woefully behind much of the rest of the world in 
the field of social insurance. It is quite as important to 
capitalistic industrialism as to the industrial worker that we 
devise, without undue delay, an adequate program of in- 
surance against the risks of unemployment, accidents, disease, 
and old age. But we must not delude ourselves into think- 
ing that insurance schemes can alone lay the ghost of in- 
security that to-day haunts the hearts of the millions. That 
vhost can be effectively laid only by stabilizing our economic 
enterprise in terms of a workable economics of plenty that 
puts the whole fruits of science, technology, and power pro- 
duction at the disposal of the masses. We cannot hope to 
conquer insecurity with hare-brained schemes to boost prices 
by legislating scarcity in an age of plenty, and then taking 
care of the victims of the scarcity we have legislated through 
costly insurance schemes to be paid for by a national enter- 
prise that we have deliberately and drastically scaled down. 

It will, I think, be unfortunate if economic leadership 
leaves the problem of insecurity exclusively in the hands of 
political leadership. If economic leadership dodges the issue, 
however, it should be sportsmanlike enough to realize that 
the problem must be met politically. 

I am convinced that none of the experimental govern- 
ments now in existence would have risen to power had the 
leadership of private enterprise proved as expert in the devel- 
opment of an economics of consumption as it has proved in 
the development of a technology of production. The masses 
hegin to think their governments politically inadequate when 
they begin to feel economically insecure. Lenin, Stalin. 


} ‘yn some years now we have been witnessing a race 
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Hitler, Roosevelt, and the whole gallery of political experi- 
mentalists have flowered from the soil of insecurity. Not a 
single one of these governments would have come to power 
in a national situation of peace, plenty, and a psychology of 
security. 

No opposition to political experinentalism will get far 
by damning it as unconstitutional or as heresy to this or 
that American tradition if the masses feel that it is the only 
program in the field that is even trying to bring security to 
their lives. In a phase of insecurity like this, the masses, 
when they come to vote, are more interested in the security 
of the sons than in the faith of the fathers. 

The mass demand for economic security will grow 
louder and louder. My fear is that the politicians will hear 
it, while the business men, industrialists, and financiers will 
not. If this happens, we shall be in for a generation of 
legislation that will level the men and enterprises of the 
United States down to a slimly secure but uninspiring and, 
in my judgment, ultimately unproductive life even for the 
masses, I refuse to believe that we are doomed to the 
destiny of fairly well-clothed and fairly well-fed puppets of 
an all-embracing state. And yet it is to just this that polit- 
ical pressure from masses will drive us unless business and 
industrial leadership promptly and effectively develops a 
workable and widely effective economics of plenty. 

I want security for all as ardently as any Stalin wants 
it, but I want it in terms of a civilization that knows how 
to correlate security and freedom. As I watch the relent- 
less encroachment of the state, in one European nation after 
another, upon private enterprise and political liberty, I want 
more than ever to be able to will to my son an America 
in which a great economic leadership has made possible the 
preservation of the inspiring advantages of private enter- 
prise and political liberty by boldly recasting its economic 
policies for the distribution of wealth in the light of its 
technical processes for the production of wealth. 

The business men, industrialists, and financiers of the 
United States should just now be more ardently reformist 
than Roosevelt. That way lies their salvation. And, in 
my judgment, that way lies salvation for the masses. With 
their first-hand knowledge, our economic leaders can, if they 
but will, give us reforms that will save us instead of sink 
us. But, if industry does not give us an economics of plenty, 
government will give us a politics of security. It will have 
no choice. Any government that refuses to effect, either 
through private enterprise or in spite of it, measures that 
the masses feel to be essential to their security will be ruth- 
lessly thrown out of power by a disillusioned and determined 
people. 

Buying power must be spread if our economy of science, 
technology, and power production is not to stay stalled, with 
the tragic result of a widespread social insecurity, but I am 
not a little disturbed by some of the attempts that political 
leadership is here and there making to reach this plainly 
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desirable end. Radical statesmen and reactionary captains 
of industry have joined*hands to cure the depression by plan- 


ning a lesser output at highér’ prices. I do; not “like, this: 


amazing merger of radical politics and reactionary economics 
which has been effected in the name of liberalism. -And I 
like even less what radical politics seems bent. upon doing 
at the point where it breaks with reactionary economics. 
After swallowing whole a program for the control of pro- 
duction, the creation of scarcity, and the boosting of prices, 
which has always been the dream of reactionary economic 
leadership, a radical politics sets the stage for heavier and 
heavier taxation of the results of successful enterprise in 
order that government may execute lavish public works on 
the theory that this will effect the spread of buying power 
necessary to stabilize our economic order. 


This, it seems to me, is missing the point. I do not 
suggest that industrial enterprise, incomes, and inheritances 
cannot stand heavier impacts of taxation. I insist only that 
we cannot build a great civilization by lavish expenditures 
on even the most desirable public works unless concurrently 
we solve the problem of clothing the bodies, feeding the 
stomachs, and freeing from fear the hearts of the masses in 
and through the nation’s business, industry, and agriculture. 
The place to solve the economic problem is at the source 
where policies respecting wages, hours, prices, and profits 
are formulated. It is no answer to permit an economic 


system to play havoc with the lives of millions and then 
step into the picture with stringent taxes to take care of 
these ‘millions! with »the munificence of a political Santa 
Claus. In the end, such procedure will wreck the system 
that-must produce the wealth and sap the self-respect of the 
millions who learn to lean on the bounty or government. 

I applaud the willingness of any leadership that goes 
bravely to bat in a moment of crisis, as the Roosevelt leader- 
ship did, and, without standing on ceremony, does whatever 
may be necessary to see to it that men and women and 
children are fed and clothed and sheltered. But relief and 
economic realism present different problems. Long-time 
statesmanship requires that -we go beyond planless borrowing 
to bolster up an economic order that does not, in its normal 
day-to-day operation, spread buying power widely enough to 
stabilize an adequate market for its output and give to the 
millions those basic factors of goods, services, and leisure 
which are the raw materials of satisfactory living. And it 
is, | repeat, in the authentic. processes of economic enter- 
prise, not in the artificial processes of political action, that 
the economic problem must finally be solved, unless we are 
to. follow a growing number of the nations of Europe down 
the suicide’s road of statism. 

This is why the economic leadership of the United 
States to-day has an appointment with destiny. We must 
wait to see whether it meets or misses this appointment. 
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F an individual long continues to spend more than his 

income, he becomes bankrupt, his property is sold and 

the net proceeds are distributed among his creditors, at 
so many cents on each dollar of his debts. The situation, 
however, is very different when a national government spends 
beyond its income. For meeting its accumulating deficits 
the government simply keeps borrowing more and more 
money. Technically speaking, it never goes into bankruptcy. 
Why this difference ? 

It is because the government, by reason of its power 
over the nation’s money, in terms of which its own debts 
are payable, is able in times of great financial pressure to 
reduce or even wipe out all its debts without appearing 
to do so and without becoming legally a bankrupt. This it 
does through inflation and the payment of its debts with a 
greatly depreciated monetary unit—say, in a dollar worth 
only so many cents of the dollar in terms of which the debts 
were originally contracted. It is in this way that the ma- 
jority of the belligerent countries of Europe during the last 
decade and a half have been paying off their War and pre- 
War domestic debts, nominally in full, but actually at only 
small fractions of the value of the money which the gov- 
ernments originally borrowed. The earler long-time na- 
tional debts of the Governments of Germany, Austria and 


Poland, for example, were all practically wiped out in this 
way. In like manner, but through a milder inflation, the 
pre-War National Government bonds of Italy, France and 
Belgium have had from 73 to 85 per cent of their gold values 
destroyed. 


There is one other important difference between the 
act of an individual in scaling down his debts by going into 
bankruptcy and the act of a government in scaling down its 
debts by means of inflation. The bankrupt private debtor 
merely scales down his own debts, while the government, 
by inflating the country’s currency, not only scales down 
its own debt but also the debts of every one else. 

In addition to our state, municipal and other local 
debts which total something like $20 billion, we have today 
a National Government debt, without deduction for the 
balance in the general funds of the Treasury, amounting to 
about $28 billion. Moreover, the National Government has 
contingent liabilities on the various securities which it has 
guaranteed amounting to about $2% billion, all of which 
it has incurred recently. This national debt is by far the 
largest in our history. By the end of the present fiscal year, 
it will probably be twice as large as it was in 1931. For 
each of the last two years the Government’s expenditures 
(exclusive of sinking funds) have been more than double 
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its revenue receipts. And yet as early as his first message 
to Congress following his inauguration, President Roosevelt 
declared: “For three long years the Federal Government 
has been on the road toward bankruptcy.” 

There are as yet no very encouraging signs of a let-up 
in this rapidly accelerating growth of our national debt. 

In times of great national emergency like the present, 
it is expected that the taxpayer will pay until it hurts and 
that the national debt will increase. People who want work 
and cannot get it, certainly, must not be permitted te starve ; 
but neither should they be supported out of government funds 
at wages above a reasonable subsistence minimum, wages 
often so hizh, in fact, as to make a return to jobs in private 
industry unattractive to them. 

The really dangerous part of the situation is not so 
much the present size of our national debt—as bad as that 
is—but the rate at which that debt is growing, and the fact 
that the forces that usually curb excessive government ex- 
penditures are at present comparatively ineffective. 

The usual antidote for extravagant government ex- 
penditures is heavy taxation. When the members of Congress 
who vote for large expenditures of public money are com- 
pelled at the same time to vote for additional taxes for 
meeting these expenditures, taxes that are distributed 
equitably among all classes of voters, both rich and poor, 
and that are consciously paid by these voters and not con- 
cealed in the form of increased prices, then and then only 
do the members of Congress become watchdogs of the Treas- 
ury and become careful and economical in the expenditures 
they authorize. If they are not economical, they are not 
re-elected. 

The situation, however, is very different when heavy 
expenditures are financed chiefly through the sale of gov- 
ernment debt to the banks, which the banks pay for by 
issuing bank notes or by placing to the Government’s credit 
bank deposits which the Government may pay out as it 
desires by means of checks. This practice spells inflation. 

For the supposedly normal year 1926 approximately 
30 per cent of the total bills and securities owned by our 
twelve Federal Reserve Banks consisted of United States 


Government debt. Today that percentage is 99. According 
to the Chamber of Commerce of the United States, since 
our National Government deficits began in 1931, Federal 
Government obligations equal. to 87. per cent of the total 
increase in the national debt have been taken by the banking 
institutions of the country. The proportion of our total 
United States. Government debt now held by all our banks 
is approximately 60 per cent and this percentage has been 
growing for some time. 

The reasons why our banks are so loaded up with 
United States Government securities are well known. The 
various inflationary policies of the Government have been 
purposely directed to glutting the banks with funds so as 
to force upon them a reduction of the interest rates charged 
for loans, liberal loan and investment policies, and currency 
and credit expansion, with the object of forcing up the 
level of commodity prices. The business depression and the 
lack of confidence of the public in the nation’s immediate 
economic recovery—a lack of confidence that persists largely 
by reason of the many extremely radical measures that are 
being taken in Washington—have been drying up the usual 
commercial and industrial demands for bank loans. 

Bankers have their overhead and current expenses to 
meet and, like other business men, are in business for profit. 
They accordingly feel the urge for making their funds yield 
them an income. Moreover, the large number of bank 
failures during recent years and the heavy losses suffered 
by the banks that have survived naturally make bankers 
feel the necessity of keeping their assets both safe and liquid. 
It was the failure of thousands of our banks to do this very 
thing during the years preceding the crisis of 1929 that was 
largely responsible for our banking trouble of recent years 
and for much of the public criticism that has been heaped 
upon our bankers. So, our banks have been using their ac- 
cumulating idle funds increasingly in the purchase of gov- 
ernment securities. For these securities they receive very 
low rates of return, but these rates are better than nothing. 

We hear much about “controlled inflation,” as if in- 
flationary forces could be turned on and off by the Govern- 
ment at will, but the world’s experiences with inflation, as 
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every student of monetary history knows, show that inflation 
when it once gets well started is one of the hardest things 
in the world to control. There have been many cases in 
history in which for substantial periods of time—in some 
cases running into years—inflation was moderately well 
controlled, as it is being controlled today in England and 
Sweden, but never, so far as I know, has an inconvertible 
paper money standard been an enduring success. Sooner or 
later it has always broken down and usually with disastrous 
results. Certainly political conditions in our own country 
are extremely unfavorable for the success of a grandiose 
experiment in controlled inflation. 

When prices rise under the stimulus of inflationary 
forces, the costs of government likewise advance and the 
government, therefore, needs continually increasing revenues ; 
but rising costs of living, with the usual lags in wage 
advances, make the public increasingly resistant to higher 
taxes. For the obtaining of the additional revenues required 
to meet these growing expenses, pressure, therefore, becomes 
strong upon both Congress and the President to resort in- 
creasingly to inflation rather than to heavier taxation. In- 
flation is subtle and insidious in its workings and the public 
are much slower in realizing the costs of government financ- 
ing effected through inflation than they are in feeling the 
burden of increased taxation. Financing through inflation 
accordingly tends to become progressively the line of least 
political resistance and this policy is, therefore, all too often 
continued until it terminates in disaster. 

The resort of a nation to inflation has often been com- 
pared to the resort of an individual to opium smoking. The 
first sensations are pleasant, but the more one takes the 
more he wants. The appetite grows by what it feeds upon, 
and the more one indulges, the weaker become his powers 
of resistance. 

Inflation by reducing the value of the dollar in which 
all debts are payable reduces the burden of all debts and 
thereby tends to help the debtor at the expense of the 
creditor. Most people are both debtor and creditor. In- 


flation reduces the burden of all mortgages, including those 
of the farmer and those of the home buyer; it likewise re- 
duces the burden of the bonded indebtedness of all corpo- 
rations, thereby taking from the bondholders and giving to 
the stockholders. In proportion as it reduces the value of 
the dollar, it reduces the value of all bank deposits, of all 
insurance policies and pensions, and of the billions of dollars 
invested in bonds and mortgages that constitute the bulk 
of the endowments of our colleges, hospitals, public libraries, 
and other educational and public welfare institutions. It 
helps some classes of people, but it harms others. When it 
once gets out of control it is a gigantic engine of wealth 
redistribution—an engine that works night and day and 
works blindly, taking wealth here and giving it out there, 
robbing one economic group or social class for the benefit 
of another, and doing it all without rhyme or reason and 
with no regard whatever to the merit or demerit of those 
benefitted and those despoiled. While it may give a tempo- 
rary stimulus to employment and a feverish prosperity for 
a brief period, experience has repeatedly shown that it is 
usually harmful to the laboring classes, and particularly to 
skilled and semi-skilled labor, to the so-called “white collar” 
classes, and to teachers, ministers and other salaried pro- 
fessional classes. For most of these working classes, wages 
and salaries lag far behind the cost of living as inflation 
pushes up prices. The backbone of America is its great 
middle class, and experience has repeatedly shown that this 
is the class that suffers most from inflation. 

If we are to avoid the evils of serious inflation, Amer- 
ica must wake up. Government expenditures must be drasti- 
cally reduced, taxes increased, and vigorous measures must 
be taken looking toward an early balancing of our national 
budget. We are drifting in an inflation current. There are 
rapids below us. Every day we drift the current becomes 
stronger. Nothing but a right-about face and a powerful 
pulling on the oars of rigid economy and increasing taxes 
can take us out of the current and save us from the inflation 
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